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Announcement 
33-5504 Certain Practices of the Division of 
Corporation Finance in Connection 
with Processing of Filings which 

Include Natural Gas Reserve 
Estimates 

Intra-Member Commission Rates 
Time for filing written statements 
extended to June 28, 1974. 


34-10852 


Enforcement 
34-10856 Lawrence George Brown d/b/a 

Advanced Investor Services 
Administrative proceedings 
ordered on alleged violations of 
the net capital, antifraud, book- 
keeping, reporting hypotheca- 
tion, and inspection provisions 
of the Federal securities laws. 

U.S. v Sol Leit et al. 

Sol Leit, former president of 
Weis Securities Inc. and Joel 
Kubie, former controller of Weis, 
each pled guilty to one count of 
conspiracy to violate the Federal 
securities laws. 

U.S. v Patrick R. Reynaud 
Reynaud, a former New York 
broker, was sentenced to eighteen 
months in jail, sentence suspended, 
and placed on probation for a 
period of eighteen months. He 
was also fined $7,500. 

U.S. v Bernard Deutsch et al. 


LR-6389 


LR-6390 





Bernard Deutsch, Stanley DuBoff 


LR-6395 


LR-6397 


Opinions 
34-10850 


Rules 
34-10851 


34-10854 





and Milton Cohen were found 
guilty of conspiracy, securities 
fraud and the mailing of a false 
and misleading offering circular 
in connection with trading in 
the common stock of Richard 
Packing Co. 

SEC v Impex International, Inc., 

et al. 
A complaint was filed seeking a 
temporary restraining order to 
enjoin defendants Jyoti Khokhani 
and Don W. Rodgers from dispos- 
ing of $100,000 more or less in 
so-called profit distributions. 

State v Joseph Warren Desmond 
Joseph Warren Desmond was 
sentenced to six months in jail 
and five years probation after 
charges of grand larceny and 
securities fraud. The sentencing 
which also included restitution to 
two victims and a $500.00 fine 
was rendered after Desmond 
pleaded guilty to two counts of 
securities fraud under state law. 


Sumner B. Cotzin d/b/a Cotzin, 

Mangano & Company and Alexan- 

der Woolf 
NASD finding that member and 
registered principal attempted to 
evade net capital requirements, 
sustained. Sanctions against pro- 
prietor not imposed against suc- 
cessor with which proprietor is 
not associated. Separation of 
functions of business conduct 
committees discussed. 


Notice of Exemption from Pro- 
visions of Rule 17a-15 
Amendments to Form 10-K, 
adopted 
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SECURITIES ACT OF 1933 
Release No. 5501/June 10, 1974 


SEC DOCKET/415 





Admin. Proc. File No. 3-4409 


In the Matter of 





COMMODITY RESOURCES INCORPORATED 
555 17th Street 

Suite 714 

Denver, Colorado 


ORDER PERMANENTLY SUSPENDING REGULATION 
A EXEMPTION 


Commodity Resources Incorporated filed a notification and 
an offering circular with the Commission for the purpose of 
obtaining an exemption from the registration requirements 
of the Securities Act, pursuant to Section 3(b) of that 
statute and Regulation A thereunder, with respect to a pub- 
lic offering of 245,000 shares of its common stock at $2 a 
share. 


The Commission’s order temporarily suspending the exemp- 
tion alleged that the offering had been made fraudulently 
because the offering circular: 


1. Falsely stated that the proceeds of the financing would 
be invested in commodity futures when they were actually 
to be used for the purchase of real estate; 


2. Contained another false statement with respect to a pro- 
posed investment of the proceeds in United States Govern- 
ment securities; and 


(a) Two of the issuer’s officers would receive tracts of 
land at its expense. 


(b) The issuer intended to sell real estate to a partnership 
a partner of which was also an officer of the issuer. 


(c) The issuer planned to lend money to its treasurer and 
president and to an affiliate under common control with it. 


Without admitting or denying any of the foregoing allega- 
tions, the issuer has consented to a permanent suspension. 


Accordingly, 1T IS ORDERED, pursuant to Rule 261 of 
Regulation A under the Securities Act of 1933, that the 
exemption from registration in regard to the aforemen- 
tioned public offering of the common stock of Commodity 
Resources Incorporated be, and it hereby is, permanently 
suspended. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5502/June 10, 1974 


Admin. Proc. File No. 3-4367 


In the Matter of 


SEC DOCKET/416 


White Haven, Pennsylvania 


LE CHATEAU INN & COUNTRY CLUB, INC. 
Star Route 


ORDER PERMANENTLY SUSPENDING REGULATION 
A EXEMPTION 

Le Chateau Inn & Country Club, Inc. (“‘issuer’’) filed a noti- 
fication and an offering circular with the Commission for 
the purpose of obtaining an exemption from the registration 
requirements of the Securities Act, pursuant to Section 
3(b) of that statute and Regulation A thereunder, with 
respect to a proposed public offering of its common stock 
at $10 a share. 

The Commission’s order temporarily suspending the exemp- 
tion alleged that the issuer’s notification and offering circu- 
lar were deceptive with respect to: 

1. The issuer’s indebtedness; 

2. Its potential competitors; 

3. Unsuccessful leasing operations; 

4. Foreclosures on the issuer’s major properties; 


5. Its inability to pay taxes or make mortgage payments; 


6. Pending litigation; 











7. Employee relations; and 


8. The filing of an involuntary petition in bankruptcy 
against the issuer. 


The temporary order directed that the issuer file an answer. 
!t also stated that if no hearing were requested within 30 
days on the issue whether the suspension order should be 


vacated or made permanent, and if none were ordered by | 


the Commission, the temporary suspension would become | 


permanent. The issuer requested a hearing. It has now with- 
drawn that request and has consented to a permanent sus- 
pension. 


Accordingly, 1T 1S ORDERED, pursuant to Rule 261 of 
Regulation A under the Securities Act of 1933, that the 
exemption from registration in regard to the above public 
offering by Le Chateau Inn & Country Club, Inc. be, and 
it hereby is, permanently suspended. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5503/June 13, 1974 










Admin. Proc. File No. 3-4297 





In the Matter of 
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WORLD WHOLESALE, INC.., et al. 
Suite 512, Felt Building 

341 South Main Street 

Salt Lake City, Utah 

(24D-3166) 


ORDER PERMANENTLY SUSPENDING REGULATION 
A EXEMPTION 


World Wholesale, Inc. (“‘issuer’’) filed a notification and an 
offering circular with the Commission for the purpose of 
obtaining an exemption from the registration requirements 
of the Securities Act, pursuant to Section 3(b) of that 
statute and Regulation A thereunder, with respect to a 
public offering of 1,000,000 shares of its common stock at 
25-cents per share. 


The Commission's order temporarily suspending the exemp- 
tion alleged that: 


1. The notification and offering circular contained untrue 
statements and omissions of material facts, particularly 
with respect to: 


a. The underwriters of the offering; 

b. The issuer’s promoters; 

c. The use to be made of the proceeds of the offering; 

d. The issuer’s business; and 

e. The plan by which the securities was to be distributed. 


2. The terms and conditions of Regulation A were not 
complied with for the reasons noted above and because: 


a. An offering circular was not furnished by the under- 
writers to all purchaser's of the issuer’s stock; and 


b. The Form 2-A Report filed with the Commission falsely 
stated the date on which the offering was completed. 


3. In view of the above matters, the offering was made in 
violation of Section 17 of the Securities Act. 


The temporary order directed the issuer to file an answer. 

If also stated that if no hearing was requested within 30 
days on the issue of whether the suspension order should 

be vacated or made permanent, and if none were ordered by 
the Commission, the temporary suspension would become 
permanent. The issuer failed to file an answer or request a 
hearing. 1/ 


In view of the foregoing, it is appropriate to enter an order 
permanently suspending the exemption. 


Accordingly, 1T 1S ORDERED, pursuant to Rule 261 of 
Regulation A under the Securities Act, that the exemption 
from registration with respect to the above public offering 
by World Wholesale, Inc., be, and it hereby is, suspended 
permanently. 


For the Commission, by the office of Opinions and Re- 
view, pursuant to delgated authority. 


George A. Fitzsimmons 
Secretary 


1/ The underwriter named in the filing answered and asked 
for a hearing. Subsequently, it withdrew its request for a 
hearing and consented to a permanent suspension. 


SECURITIES ACT OF 1933 
Release No. 5504/June 14, 1974 


SECURITIES EXCHANGE ACT OF 2934 
Release No. 10857/June 14, 1974 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18460/Jjune 14, 1974 


CERTAIN PRACTICES OF THE DIVISION OF CORPOR- 
ATION FINANCE IN CONNECTION WITH PROCESS- 
ING OF FILINGS WHICH INCLUDE NATURAL GAS 
RESERVE ESTIMATES 


In the interest of informing registrants and the investing 
public and obtaining their views, the Securities and Exchange 
Commission has issued this release describing certain prac- 
tices followed by its Division of Corporation Finance in 
processing filings under the Securities Act of 1933 (Securi- 
ties Act) and the Securities Exchange Act of 1934 (Ex- 
change Act). 


Certain forms adopted by the Commission for registration 
of securities under the Securities Act and the Exchange 
Act require information as to natural gas reserve estimates 
as well as other types of hydrocarbon reserve estimates 
where material in describing registrant’s operations or 
properties.1/ Where the registrant is also subject to the 
jurisdiction of the Federal Power Commission (FPC), it may 
be required to report natural gas reserve estimates to the 
FPC on that agency’s Form 15 in accordance with its rules 
and definitions. The Securities and Exchange Commission 
and the FPC may require natural gas reserve estimates on 
different bases and for different purposes. Accordingly, the 
natural gas reserve estimates reported on Form 15 may 
differ from those reflected in filings with the Commission 
pursuant to the federal securities laws. In order to provide 
assurance that such differences do not result in inadequate 
disclosure in filings pursuant to the federal securities laws, 
the Division of Corporation Finance has adopted two prac- 
tices in connection with processing such filings by regis- 
trants subject to the jurisdiction of the Federal Power Com- 
mission. 


First, in commenting on such filings, the Division of Corpor- 
ation Finance will request that the registrant provide, in 
filings made pursuant to the securities laws, an explanation 
of the differences between the natural gas reserve estimates 
contained in such filings and any such estimates reported 

to the FPC or reported to any other regulatory authority 
within one year prior to such filing. 


Second, the Division has had a long established procedure 


of submitting copies of prospectuses filed by registrants 
subject to the jurisdiction of the FPC to that agency for 


SEC DOCKET/417 








any comments it may desire to make. The Division will con- 
tinue to follow this practice in processing registration state- 
ments containing natural gas reserve estimates. In this con- 
nection, where such prospectuses have or will be submitted 
to the FPC, the Division has recently instituted a practice of 
inviting appropriate technical personnel from the staff of 
FPC, designated by that agency, to attend conferences 
where supplemental natural gas reserve information is sub- 
mitted to the Division in connection with its review of the 
natural gas reserve estimates in the prospectus. However, 
where good cause is shown, exceptional circumstances may 
exist which would make it inappropriate to follow this prac- 
tice. In such exceptional circumstances, the practices fol- 
iowed by the Division would depend on the particular facts 
and suitable alternatives will be sought. 


While the Division will continue to follow the practices un- 
less otherwise authorized by the Commission, the Division 
would welcome comments on them from interested persons. 
Any such comments should be submitted in writing to Ralph 
C. Hocker, Associate Director, Division of Corporation Fi- 
nance, SEC, Washington, D.C. 20549. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Form S-1, Item 10, Description of Property, Instruction 
2, Form S-7, Item 5(a), Business; Form S-11, Item 19, Re- 
coverable Gas in Tract and Form 10, Item 3, Properties, 
Instruction 2. See also Guides for Preparation and Filing 
of Registration Statements, Securities Act Release No. 4936, 
as amended, Guide 28, Extraactive Reserves. 





SECURITIES EXCHANGE ACT 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10846/June 10, 1974 


Admin. Proc. File No. 3-4460 
In the Matter of 


FIRST MID AMERICA INC. 
(88519) 


FIRST MID AMERICA CORPORATION 
(89924) 
Lincoln, Nebraska 


DALE C. TINSTMAN 
JEROME A. DRULINER 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In connection with these proceedings under the Securities 
Exchange Act, offers of settlement have been submitted by 
First Mid America Inc. (“FMA”) 1/, a registered broker- 
dealer and a member of the National Association of Secur- 
ities Dealers, Inc. (“NASD”), by its wholly owned subsidi- 
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ary, First Mid America Corporation (“FMAC”), also a regis- 
tered broker-dealer and a member of the NASD, by Dale C. 
Tinstman, president and a director of FMA,2/ and by Je- 
rome A. Druliner, senior vice president and a director of 
FMA.3/ Solely for the purpose of these and other pro- 
ceedings under designated provisions of the Securities, Ex- 
change, Investment Company, Investment Advisers and 
Securities Investor Protection Acts, and without admitting 
or denying the allegations in the order for proceedings, 
respondents consent to findings of misconduct as alleged 
in that order and to the imposition of specified sanctions. 
Upon the recommendation of its staff, the Commission 
accepted the offers of settlement. 


On the basis of the order for proceedings and the offers of 
settlement, it is found that during the period from about 
May 16 to July 30, 1973: 


FMA was co-manager of an underwriting syndicate for the 
distribution of $10,000,000 in debentures issued by N- 
Triple-C, Inc. (“NCCC”), 4/ the registration statement for 
which became effective on May 9, 1973. FMA and the 
other members of the syndicate had difficulty selling these 
debentures. In connection with the offer, sale and delivery 
of these debentures, respondents: 


a) in announcing that NCCC had received the proceeds of 
the offering, did not disclose the difficulties encountered 
in completing the distribution; but 


b) created the false and misleading impression that all of 
the debentures had been sold by terminating the under- 
writing syndicate; 


c) then entered and maintained quotations on the NASD 
Automatic Quotation System at prices higher than those 
being quoted by other market makers for the NCCC deben- 
tures; 


d) dominated the market for the debentures; and 


e) managed to complete the distribution on or about July 
30, 1973 by increasing the compensation paid for selling 
NCCC debentures. 5/ 


By reason of the foregoing, respondents willfully violated 
Section 17(a) of the Securities Act and Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder. 


While participating in the NCCC distribution, respondents 
bid for and purchased such securities for their own accounts 
and for accounts in which they had a beneficial interest in 
willful violation of Section 10(b) of the Exchange Act and 
Rule 10b-6 thereunder. 


The offers of settlement provide that FMA and FMAC may 
be suspended for 60 days from certain activities detailed in 
the ordering paragraph below. In addition, Tinstman may 
be suspended for 9 months from being associated with any 
broker or dealer, subject to certain conditions detailed be- 
low, and thereafter barred from such association except as 
















4 








n- 


ints 
in 
ad 


vay 
in 
ay 

ny 














s supervised employee in a non-supervisory capacity upon 
a showing to the Commission that he will be adequately 
supervised. Furthermore, Druliner may be suspended from 
being associated with any broker-dealer for a period of 60 
days subject to certain conditions detailed below and from 
being a member of its board of directors or executive com- 
mittee for an additional 120 days. 6/ 


In view of the foregoing, it is in the public interest to im- 
pose these sanctions. 


Accordingly, 1T 1S ORDERED that First Mid America Inc. 
and First Mid America Corporation be, and they hereby are, 
suspended for a period of 60 days from: 


a) acting as a managing, co-managing or participating under- 
writer in any offerings of securities (except exempt securi- 
ties as defined in Section 3(a)(2) of the Securities Act and 
those of “open-end management investment companies” as 
defined in the Investment Company Act and arranging for or 
participating in the private placement to financial institu- 
tions of debt securities issued by ongoing companies); 


b) over-the-counter activities except: 


(1) market making activities in securities where First Mid 
America Inc. is the sole market maker or one of two mar- 
ket makers, 


(2) liquidating transactions for existing customers, and 


(3) solicitation of transactions in exempt securities as de- 
fined in Section 3(a)(2) of the Securities Act and those of 
“open-end management investment companies”’ as defined 
in the Investment Company Act; 


Provided that for the last 39 calendar days of such suspen- 
sion they may engage in the over-the-counter activities pro- 
hibited in paragraph (b) if they donate all firm income from 
all over-the-counter transactions (except exempt securities 
and securities of open-end investment companies) for the 
entire 60-day period less normal allowance to salesmen 
according to a plan approved by the Commission’s staff. 


IT 1S FURTHER ORDERED that Dale Tinstman be, and 
he hereby is, 


a) suspended for a period of nine months from association 
with any broker or dealer, (except that after the first six 
months he may be employed by First Greatwest Corpora- 
tion in a limited capacity), 


b) thereafter barred from association with a broker or deal- 
er except as a supervised employee in a non-supervisory 
capacity upon a showing to the Commission that he will be 
adequately supervised, provided that after two years, he 
may apply to the Commission for permission for removal 

of the bar, and 


c) permitted to retain his stock holdings in First Greatwest 
Corporation, provided that he place such stock in a voting 
trust satisfactory to the Commission’s staff, which will not 
terminate without prior consent of the Commission, and 
that he direct that no dividends of any kind be paid with 
respect to such stock for a period of six months. 





IT IS FURTHER ORDERED that Jerome A. Druliner be, 
and he hereby is, 


a) suspended from association with any broker or dealer 
for a period of sixty calendar days, and suspended from 
association with a broker-dealer as a member of its board 
of directors or executive committee for an additional 
period of 120 days, and 


b) permitted to retain his holdings in First Greatwest Cor- 
poration common stock provided he not vote said holdings 
for a period of sixty days and direct that no dividends of any 
kind with respect to such stock for such period. 


All of the above suspensions shall be effective at the open- 
ing of business on June 10, 1974. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ FMA is a wholly owned subsidiary of First Greatwest 
Corporation (““FGC”), a publicly held corporation. 


2/ Tinstman is also a director and 4% stockholder of FGC. 


3/ Druliner owns approximately 2% of FGC’s common 
stock. 


4/ Formerly known as Nebraska Consolidated Communi- 
cations Corporation. 


5/ The sale of the debentures was also stimulated by means 
of a sales contest. 


6/ Druliner has offered to take an appropriate training 
course in broker-dealer supervisory procedures prior to the 
expiration of the 60-day suspension period. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10847/June 12, 1974 


Admin. Proc. File No. 3-4325 
In the Matter of 


M. BERNSTEIN SECURITIES, INC. 
1 Exchange Place 

Jersey City, New Jersey 

(8-15299) 


MARVIN S. BERNSTEIN 
JACK R. WAGENTI 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, M. Bernstein Securities, linc. (“registrant’’), a 
registered broker-dealer, Marvin S. Bernstein, president, 
and Jack R. Wagenti, a vice-president, have submitted of- 
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fers of settlement. Solely for the purpose of settling these 
proceedings, and without admitting or denying the allega 
tions in the order for proceedings, respondents consent to 
findings of misconduct as alleged in that order and to the 

imposition of specified sanctions. Upon the recommenda- 
tion of its staff, the Commission determined to accept the 
offers. 


On the basis of the order for proceedings and the offers of 
settlement, it is found that, during the period from about 
January 1, 1972 to June 12, 1973, registrant, willfully aided 
and abetted by Bernstein and Wagenti, willfully violated: 


1. Section 15(c)(3) of the Exchange Act and Rule 15c3-1 
thereunder, in that it effected transactions when its aggre- 
gate indebtedness to all other persons exceeded 2000% of its 
net capital and it did not have or maintain net capital of at 
least $5,000; and 


2. Section 17(a) of the Exchange Act and Rules 17a-3, 
17a-4 and 17a-11 thereunder, in that it failed to make ac- 
curately, keep current and preserve certain books and re 
cords, to give prompt telegraphic notice to the Commission 
of its net capital deficiency, and to file required financial 
data. 1/ 


The offer of settlement of registrant and Bernstein provides 
that registrant’s broker-dealer registration may be revoked, 
and that Bernstein may be barred from association with any 
broker-dealer, investment adviser or investment company 
with the proviso that, after a period of two years, he may 
apply to the Commission to become so associated in a non 
supervisory capacity. The offer specifies that it shall satis 
fy any administrative action that may result from the 
permanent injunction entered against Bernstein, with his 
consent, in the matter of SEC v. Marvin S. Bernstein, et al. 
2/ Wagenti’s offer provides that he may be suspended for a 
period of 180 days from association with any broker-dealer, 
investment adviser or investment company, and barred 
thereafter from any such association in a management or 
supervisory capacity. 


Under all the circumstances, it is in the public interest to 
impose the sanctions specified in the offers of settlement. 


Accordingly, 1T iS ORDERED that the registration as a 
broker and dealer of M. Bernstein Securities, Inc. be, and 

it hereby is, revoked; that Marvin S. Bernstein be, and he 
hereby is, barred from being associated with any broker- 
dealer, investment adviser or investment company with the 
proviso that, after a period of two years, he may apply to 
the Commission to become so associated in a non-supervi- 
sory Capacity; and that Jack R. Wagenti be, and he hereby 
is, suspended for a period of 180 days from association with 
any broker-dealer, investment adviser or investment com- 
pany, and barred thereafter from any such association in a 
management or supervisory capacity. The sanctions shall be 
effective the day following the date hereof. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding upon any other 
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respondent named in these proceedings. 


2/ Civil Action No. 914-73 (D.N.J.). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10848/June 12, 1974 


See Investment Company Act Release No. 8383/June 12, 
1974. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10849/June 11, 1974 


The Securities and Exchange Commission has issued an 
order granting the application of the Cincinnati Stock Ex- 
change for unlisted trading privileges in the common 
stocks of the following companies: 


American Natural Gas Company 
American Smelting & Refining Company 
Burlington Northern, Incorporated 
Continental Corporation (The) 
Continental Illinois Corporation 
Crocker National Corporation 

Crown Zellerbach Corporation 

First Charter Financial Corporation 
First Chicago Corporation 

First National Boston Corporation 
First Pennsylvania Corporation 

Great Western Financial Corporation 
Gulf States Utilities Company 

1 U International Corporation 

Kansas City Power & Light Company 
Marine Midland Banks Incorporated 
National Detroit Corporation 
Northern States Power Company 
Northwest Bancorporation 

Oklahoma Gas & Electric Company 
Pacific Lighting Corporation 

Pacific Power & Light Company 
Pacific Telephone & Telegraph Company (The) 
Panhandle Eastern Pipe Line Company 
Portland General Electric Company 
Public Service Company of Colorado 
San Diego Gas & Electric Company 
South Carolina Electric & Gas Company 
Tampa Electric Company 
Unionamerica, Incorporated 

Union Electric Company 

Union Pacific Corporation 

U.S. Fidelity & Guaranty Company 
Wells argo & Company 

Western Bancorporation 

Wisconsin Electric Power Company 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10850/June 12, 1974 























Admin. Proc. File No. 3-3751 
In the Matter of the Application of 


SUMNER B. COTZIN 

doing business as 

COTZIN, MANGANO & COMPANY 
(now known as COTZIN, WOOLF & CO.) 
340 Main Street 

Worcester, Massachusetts 


and 
ALEXANDER WOOLF 
For review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


FINDINGS, OPINION AND ORDER MODIFYING ACTION 
OF REGISTERED SECURITIES ASSOCIATION 


REGISTERED SECURITIES ASSOCIATION—REVIEW 
OF DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 
Inadequate Net Capital 
Attempted Circumvention of Net Capital Requirements 


In proceedings for review of disciplinary action taken by 
registered securities association, association’s findings that 
member failed to comply with net capital requirements and 
that member and registered principal attempted to evade 
those requirements by engaging in “‘parking’’ transactions, 
sustained, and sanctions of fines and censure affirmed. 


Application of Sanctions Imposed on Predecessor to Suc- 
cessor Member 


Where question raised as to whether sanctions and costs 
assessed by registered securities association against sole pro- 
prietor should be applied to successor member firm with 
which proprietor was no longer associated, he/d, proprietor 
alone accountable for such sanctions and costs since unfair 
to impose them on successor, but suspension of proprietor 
from membership set aside as of no effect, since proprietor 
no longer an association member. 


Commingling of Functions 


Where claim of denial of due process was based merely on 
belief that District Director of registered securities associa- 
tion acted in investigative, prosecutory and decisional capa- 
cities, and no effort was made to aeduce evidence that 
separation of functions was not observed, claim rejected. 

In any event, separation of functions, at least with respect 
to the business conduct committees of registered securities 
associations, is neither a component of due process nor re- 
quired as an element of fair procedure. 


APPEARANCES: 
Richard M. Phillips and Alan J. Berkeley, of Hill, Christo- 








pher and Phillips, for applicants. 


Lloyd J. Derrickson and Richard A. Fitzpatrick, for the 
National Association of Securities Dealers, Inc. 


This is an application, pursuant to Section 15A(g) of the 
Securities Exchange Act, for review of disciplinary action 
taken by the National Association of Securities Dealers, Inc. 
(“NASD”) against Sumner B. Cotzin, doing business as 
Cotzin, Mangano & Company, formerly an NASD member, 
and Alexander Woolf, a registered principal. The NASD sus- 
pended Cotzin from membership for ten business days, fined 
him $2,500 and Woolf $1,000, censured both applicants, 
and assessed costs. 


Violations of Rules of Fair Practice 


The NASD found that Cotzin did business on month-end 
dates from December 1969 through March 1970 with net 
capital deficiencies ranging from $1,963 to $11,411. 1/ It 
also found that Cotzin and Woolf sought to conceal those 
deficiencies by resorting to a practice commonly referred 
to as “parking.” Securities were purchased from the firm's 
trading account just prior to the net capital computation 
dates and repurchased by the firm early in the following 
months to circumvent the requirement of our net capital 
rule that, in computing net capital, a deduction (usually 
30%) must be taken from the market value of a broker's 
securities. 2/ Cotzin was the purported purchaser in 11 of 
those transactions and Woolf in one. 3/ 


Cotzin argues that he was in compliance with net capital 
requirements since he had liquid personal assets in excess of 
the alleged deficiencies. He testified that he could have ob- 
tained $20,000 by placing a larger mortgage on his home, 
and that the cash surrender value of his life insurance ex- 
ceeded $17,000. 


All of the assets of a sole proprietor—whether re!ated to his 
securities business or not—must be taken into account in 
computing his net capital. But that proposition is of no help 
to Cotzin in this case. In the first place, Cotzin’s home was 
owned jointly by him and by his wife. Mrs. Cotzin’s con- 
sent would therefore have been necessary to any new mort- 
gage. In addition, our net capital rule is designed to assure 
that liquid assets will be available for the protection of in- 
vesters. For that reason, net worth under the rule is ad- 
justed by deducting fixed assets such as real estate. 4/ And 
such property does not become includable in net capital 
merely because a bank may be willing to lend money on it. 
_5/Finally, in line with the net capital rule’s objective of in- 
vestor protection, the cash surrender value of a sole pro- 
prietor’s life insurance is not includable as an asset for net 
capital purposes unless such value and the face amount of 
the policy are payable to his estate, making that asset avail- 
able for the payment of the proprietor’s obligations in the 
event of his death. 6/ Here, Cotzin’s wife was the benefici- 
ary of his life insurance. 


Cotzin and Woolf admittedly engaged in the sham transac- 
tions described above so that the member’s books would 
not show net capital deficiencies on the dates in question. 
They assert, however, that it is questionable whether pro- 
hibited parking occurs when a firm’s securities are not 
placed with an outsider or another broker-dealer but with 
the firm’s proprietor. They also claim that, if there were 
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any violations, they were technical and not of the type 
meant to be prohibited. Applicants misunderstand the 
nature of their offense. Whether or not the label “park- 

ing” may properly be applied is irrelevant, although that 
label seems appropriate to us. 7/ The gravamen of the mis- 
conduct which the NASD charged and found is the deception 
practiced by applicants on regulatory authorities, enabling 
the member to remain in business when it should have 

ceased operations for the protection of investors.8/ That 
cannot be viewed as merely “technical.” 


We conclude that applicants violated the NASD‘s Rules as 
found by the NASD, and that their conduct was inconsis- 
tent with just and equitable principles of trade. 


Other Matters 


Applicants’ major contention on review is that the NASD’s 
procedures denied them due process. They assert that the 
NASD’s District Director (formerly known as the Secretary), 
who performed investigative and prosecutory functions in 
this proceeding, also advised and participated with the Dis- 
trict Business Conduct Committee in reaching its decision. 
The NASD states that there was no commingling of func- 
tions. While conceding that the District Director performs 
the “mechanical function” of causing the decision and 
attendant reasoning of the District Committee “to be mem- 
orialized,”’ and that members of the Committee, who are un- 
paid volunteers from the securities industry, “periodically” 
seek advice on “procedural matters” from the full-time, 

paid District staff, the NASD denies that the District Direc- 
tor participated in the Committee’s adjudication of this 
case. 


Applicants did not seek to establish before the NASD’s 
Board fo Governors that there had in fact been a comming- 
ling of functions at the District level. Nor have they sought 
to do so here. They simply assert that they believe such 
commingling took place without stating any basis for that 
belief. 9/ 


In view of the lack of any semblance of an evidentiary basis 
for applicants’ claims about an assertedly impermissible com- 
mingling of prosecutory and decisional functions at the Dis- 
trict Committee level, there is no real need to discuss their 
arguments about legal questions that we consider academic 
on the basis of the record before us. 


But the question applicants attempt to raise is a recurring 
one. 10/ And it is an important one in the administration 
of the Exchange Act. Hence some discussion of the point 
appears appropriate. 


The Administrative Procedure Act (“APA”), enacted in 
1946, requires, in specified cases of adjudication, an intern- 
al separation in federal agencies between employees en- 
gaged in investigative or prosecutory activities and those in- 
volved in decision making. 11/ However, the NASD is not a 
federal agency subject to the APA's strictures. And most 
court decisions both before and after the enactment of that 
statute reject the idea that separation of functions is con- 
stitutionally required. 12/ 


Applicants rely on Wong Yang Sung v. McGrath. 13/ That 
was a deportation case in which the hearing officer had also 
acted as an investigator. However, the holding of that case 
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was simply that the APA applied to deportation proceed- 
ings. And the Court’s favorable dictum, which applicants 
cite, is confined to its special concern for those threatened 
with deportation. 14/ In any event, when faced in a later 
deportation case with the precise question of whether it is 
the Constitution or merely the APA which requires separa- 
tion of functions, the Court, as discussed below, retreated 
from its dictum in Wong and held that commingling of func- 
tions is not per se violative of due process. 


Shortly after the Wong decision, Congress expressly exempted 


proceedings relating to the exclusion and expulsion of aliens 
from the APA’s ban on commingling. 15/ In Marcello v. 
Bonds, 16/ the Supreme Court was faced with a deportation 
case in which the special inquiry officer, who conducted 
the hearing and ordered the petitioner deported, was super- 
vised by the very officials who had initiated and prosecuted 
the case. The Court rejected the constitutional argument 
stating that it was ‘without substance when considered 
against the long standing practice in deportation proceed- 
ings, judicially approved in numerous decisions in the fed- 
eral courts, and against the special considerations applicable 
to deportation which Congress may take into account in ex- 
ercising its particularly broad discretion in immigration 
matters.”” 17/ 


Deportation is, of course, much older than the NASD’s pro- 
cedures. Nevertheless, the latter which date back to the 
1930's can scarcely be described as a novelty. Like deporta- 
tion, self-regulation in the securities industry, as embodied 
in the Maloney Act of 1938, has been in operation for many 
years. 


There is another analogy (one much more important than 
their relative antiquity) between NASD disciplinary pro- 
ceedings and deportation cases. When Congress provided 
for self-regulatory associations of securities dealers such as 
the NASD, it clearly did not intend to create formalistic 
tribunals akin to the courts or even to this Commission. 
Self-regulation or cooperative regulation necessarily calls 
for informality. In such a program businessmen bring their 
knowledge of trade practices to bear on a case. They make 
their decisions “in the light of their experience as techni- 
cians in the securities markets rather than as lay jurors or 
legalistic judges.”” 18/ So this like deportation is a field to 
which “special considerations” apply. 


Safeguards against possible unfairness arising from the in- 
formality of the NASD‘s proceedings are abundant. Full 
review of District Committee decisions can be obtained 
from the NASD’s Board of Governors. Beyond that Con- 
gress also provided for full review by us. Under Section 
15A(h) of the Exchange Act, part of the Maloney Act 
amendment, we must make our own findings as to the con- 
duct of applicants seeking review of NASD actior., deter- 
mine whether such conduct violated the NASD’s rules, and, 
if so, determine whether the sanctions imposed are exces- 
sive or oppressive having due regard to the public interest. 
This de novo review of the record followed by our inde- 
pendent decision as to the validity of the NASD’s civarges 
and sanctions 19/ dissipates such possibility of abuse as 
may inhere in the procedures of which applicants co-nplain. 
20/ 


That neither the APA nor the Constitution bans the 
asserted commingling of which applicants complain does 
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not necessarily exhaust our inquiry.21/ 


The Maloney Amendment to the Exchange Act requires 

that NASD disciplinary procedures be “fair and orderly.” 
22/ Although this provision can be read as requiring no more 
than the constitutional minimum, we prefer to read it more 
broadly than that.23/ 


Reading the Act's fairness requirement expansively, we 
nevertheless remain unpersuaded that a rigid separation be- 
tween investigative and adjudicative personnel, such as that 
mandated by the APA, is an essential element of fairness in 
NASD proceedings at the district business conduct commit- 
tee level.24/ 


This is not to say that the NASD’s existing procedures may 
not present some problems. We see no particular objection 
to a District Director performing “ministerial’’ functions or 
providing the District Committee with purely “technical” 
or “procedural” assistance. On the other hand, we think it, 
at the least, undesirable for such an officer to participate in 
the actual decision on the merits, especially where there are 
disputed questions of fact. We do not suggest that this 
actually occurred in the instant case or is common in other 
cases. But we do believe that the NASD should re-examine 
its procedures to avoid even the appearance of such partici- 
pation. 


Public Interest 


Applicants argue that the sanctions imposed by the NASD 
are unjustified and should be modified. Woolf asserts that 
he is unfairly being made to suffer the impact of the sanc- 
tions the NASD intended for Cotzin alone. 


After the institution of these proceedings, Cotzin and Woolf 
formed a partnership, Cotzin, Woolf & Co., to carry on the 
business of Cotzin’s sole proprietorship. Cotzin, Woolf suc- 
ceeded to Cotzin, Mangano’s NASD membership.25/ After 
the Board of Governors decision, Cotzin consented, in ad- 
ministrative proceedings brought by this Commission, to 
an order barring him from engaging in or associating with 
anyone engaged in the business of a broker-dealer, invest- 
ment adviser or registered investment company.26/ Thus 
Cotzin, Woolf is now in effect a sole proprietorship run by 
Woolf. 





Woolf points out that the NASD, citing his inexperience 
and the fact that his only violation was a single “‘parking’”’ 
transaction; limited the sanctions imposed on him to a 
$1,000 fine and censure. We agree with him that the sanc- 
tions imposed on Cotzin should not be applied to Cotzin, 
Woolf with which Cotzin is no longer associated. We shall 
therefore direct that Cotzin alone, and not Cotzin, Woolf, 
be held accountable for the $2,500 fine, censure and costs 
assessed against Cotzin. Since the suspension from NASD 
membership imposed on Cotzin would have no effect be- 
cause he is no longer an NASD member, we shall set it aside. 
With those modifications, and in light of the serious viola- 
tions we have found, we affirm the remaining action taken 
by the NASD. 


Accordingly, 1T 1S ORDERED that the suspension from 
membership imposed by. the NASD on Sumner B. Cotzin, 
doing business as Cotzin, Mangano & Company, be, and it 
hereby is, set aside; that the other sanctions and costs 





assessed against Cotzin run against him alone; and that the 
action taken by the NASD in all other respects be, and it 
hereby is, affirmed. 


By the Commission (Chairman GARRETT and Commis- 
sioners LOOMIS, EVANS and SOMMER), Commissioner 
POLLACK not participating. 


George A. Fitzsimmons 
Secretary 


1/ This, the NASD found, violated Section 1 of Article II! 
of its Rules of Fair Practice requiring adherence to “high 
standards of commercial honor and just and equitable prin- 
ciples of trade.” 


2/ Rule 15c3-1(c)(2)(C) under the Exchange Act. 


3/ On these findings the NASD concluded that Cotzin and 
Woolf had violated Sections 1 and 18 of Article II. Sec- 
tion 18 of Article II1 proscribes the use of deceptive or 
other fraudulent devices in securities transactions. The 
NASD also found that Cotzin violated Section 21 of Article 
II! which requires a member to maintain books and records 
in compliance with applicable requirements. 


_4/Subsection (c)(2)(B). 
5/ See John W. Yeaman, Inc., 42 S.E.C. 500, 504-5 (1965). 


6/ Securities Exchange Act Release No. 8024, p. 10 (Janu- 
ary 18, 1967). 


7/ See Capital Securities Co., Securities Exchange Act Re- 
lease No. 8272, pp. 2-3 (March 14, 1968). 


8/ See Higgs, Inc., Securities Exchange Act Release No. 
10299 (July 26, 1973), 2 SEC Docket 197, 198; Don D. 
Anderson & Co., Inc., Securities Exchange Act Release No. 
10022 (March 2, 1973), 1 SEC Docket No. 5, p. 5; Lomas- 
ney & Company, Securities Exchange Act Release No. 9037, 
p. 2 (December 7, 1970). 


9/ We are unable, as applicants suggest, to read the state- 
ments in the NASD’s brief as an admission that comming- 
ling of functions occurred in this proceeding. 


10/ See, e.g., Gerald M. Greenberg, 40 S.E.C. 133, 142 
(1960); Palombi Securities Co., Inc., 41 S.E.C. 266, 276 
(1962). 


11/ The Act provides, ““An employee or agent engaged in 
the performance of investigative or prosecuting functions 
for an agency in a case may not, in that or a factually re- 
lated case, participate or advise in the decision, recom- 
mended decision, or agency review...except as witness or 
counsel in public proceedings.” (5 U.S.C. §554(d)). Agency 
is defined as ‘each authority of the Government of the 
United States...” (5 U.S.C. $551(1)). 


12/ See 2 Davis, Administrative Law Treatise 175 (1958), 
(Supp. 1970, at 457). As one court of appeals stated in a 
1952 deportation case, “Is it unconstitutional to allow the 
same officer to be an investigating and a hearing official? 
Desirable or not, such had been the case in many instances 
up to the time of the APA. It may well be that the elimina- 
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tion [by Congress] of these proceedings from the Act is un- 
desirable. But it can hardly be thought to be unconstitution- 
al, for it was a system with which the country lived for a 
very long time before the changes brought about by the APA 
were adopted.” Belizaro v. Zimmerman, 200 F. 2d 282, 

283 (C.A. 3, 1952). And much more recently another court 
of appeals observed that, ‘“The case law generally rejects the 
proposition that the combination of judicial and adversary 
functions is a denial of due process.”” American Telephone 
and Telegraph Company v. F.C.C., 449 F. 2d 439, 455 (C.A. 
2, 1971). See also Reynolds v. U.S. ex rel. Dean, 68 F. 2d 
346, 348 (C.A. 7, 1934), cert. denied, 291 U.S. 679; Brink- 
ley v.Hassig, 83 F. 2d 351, 356-7 (C.A. 10, 1936); /ntercon- 
tinental Industries, Inc. v. American Stock Exchange, 452 

F. 2d 935, 942-3 (C.A. 5, 1971), cert. denied, 409 U.S. 842. 


13/ 339 U.S. 33 (1950). 


14/ The Court stated, ““When the Constitution requires a 
hearing it requires a fair one, one before a tribunal which 
meets at least currently prevailing standards of impartiality. 
A deportation hearing involves issues basic to human liberty 
and happiness and, in the present upheavals in lands to which 
aliens may be returned, perhaps to life itself. It might be 
difficult to justify as measuring up to constitutional stand- 
ards of impartiality a hearing tribunal for deportation pro- 
ceedings the like of which has been condemned by Congress 
as unfair even where less vital matters of property rights 

are at stake.” 339 U.S. at 50-51. 


15/ Supplemental Appropriations Act of 1951, 8 U.S.C.A. 
$155a, 64 Stat. 1048. The Act states, “Proceedings under 
law relating to the exclusion or expulsion of aliens shall 
hereafter be without regard to the provisions of Sections 5, 
7 and 8 of the Administrative Procedure Act.” 


16/349 U.S. 302 (1955). 
17/ 349 U.S. at 311. 


18/ National Association of Securities Dealers, Inc., 17 
S.E.C. 459, 468 (1944). See also Report of the Special 
Study of Securities Markets (“Special Study”), H. Doc. No. 
95, Pt. 4, 88th Cong., 1st Sess., 665 (1963). 


19/ In comparing NASD disciplinary proceedings with other 
types of situations that may at first blush seem analogous to 
them the availability of double de novo review in NASD 
cases must always be borne in mind. As the text points out, 
these cases are reviewed de novo in the first instance by the 
Board of Governors. Neither in this case nor in any other 
case that has come to our attention has anyone suggested 
that the Board of Governors was contaminated by impro- 
per prosecutorial influences. And the second de novo review 
that we give whenever asked to do so by any person aggriev- 
ed by the NASD’s action is made by a body wholly separate 
and apart from the NASD. This double de novo review dif- 
ferentiates NASD cases from the administrative situations 
that have engendered the controversy about ‘’[t] he extent 
to which an administrative agency may investigate and act 
upon the material facts of a case and then, consistent with 
due process, sit as an adjudicative body to determine those 
facts’’ to which the Supreme Court recently referred in 
Gibson v. Berryhill, 411 U.S. 564, 579 n. 17 (1973). It fol- 
lows that Amos Treat & Co. v. S.E.C., 306 F. 2d 260 (1962), . 
cited by the Supreme Court in Gibson, supra, as illustrating 
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the “‘divergence of views among federal courts”’ with respect 
to that controversy and strongly pressed upon us by the 
applicants here has no bearing on NASD cases. Treat invol- 
ved a member of this body who had prior to his appointment 
to the Commission held a high-ranking position on its staff. 
It appeared that this person while a commissioner had exer- 
cised adjudicatory functions with respect to a matter that 
he earlier had some responsibility for investigating qua 

staff member. The Court of Appeals for the District of 
Columbia Circuit held that this commissioner’s prior staff 
service had so tainted the proceedings as to require their 
dismissal without prejudice to their reinstitution sans his 
participation. But this Commission's orders are never re- 
viewed de novo. If our findings are supported by “‘substan- 
tial evidence,”’ the courts must affirm. Each statute we ad- 
minister provides that, ‘“The finding of the Commission as 
to the facts, if supported by substantial evidence, shall be 
conclusive.” Section 9(a) of the Securities Act (without the 
word “‘substantial’’), Section 25(a) of the Securities Ex- 
change Act, Section 24(a) of the Public Utility Holding 
Company Act, Section 322(a) of the Trust Indenture Act 
expressly incorporating the standard of Section 9 of the Se- 
curities Act, which as previously noted lacks the word “‘sub- 
stantial,’’ Section 43(a) of the Investment Company Act, 
and Section 213(a) of the Investment Advisers Act. 










20/ See R. H. Johnson & Co. v. S.E.C., 198 F. 2d 690, 694- | 
95 (C.A. 2, 1952), cert. denied, 344 U.S. 855. 


21/ Due process is not a static concept. Its borders expand 
and contract over time. So it is possible that the Supreme 
Court may at some'time in the future hold that the Consti- 
tution requires a rigid APA-type separation of functions in 
all or most adjudicatory matters. (Cf. the dissenting opin- 
ion of Black and Frankfurter, JJ. in Marcello v. Bonds, 349 ( 
U.S. 302, 315-319 (1955) based on and expressly limited | 
to points of statutory construction but noting in a dictum | 
(at 315 of 349 U.S.) that the petitioner's ““due process 
challenge cannot be lightly dismissed.’’ Note, however, that | | 
there, as Mr. Justice Black pointed out, the due process .3 
attack was based on the fact that “the hearing officer adju- 
dicated the very case against petitioner which the hearing 
officer’s superiors initiated and prosecuted.”” The NASD sit- \ 
uation is exactly the reverse of that. There the staff mem- 
bers, the putative sources of prosecutorial influence, are 
the subordinates. The adjudicators, the members of the dis- 
trict committee, are the superiors.) But it is not for us to . 
| 
1 
1 








speculate about the directions in which constitutional doc- 
trine may eventually evolve. When confronted by constitu- 
tional issues, we must be guided by what the courts have 

held to date about what the Constitution means today—not | 
by our own conjectures about what it could conceivably be 
deemed to mean the day after tomorrow. 


22/ Section 15A(b)(10). 


23/ We have it on high authority that “much which should 
offend a free-spirited society is consitutional.”” Mr. Justice 
Frankfurter dissenting in West Virginia State Board of Edu- 
cation v. Barnette, 319 U.S. 624, 646 at 670 (1943). 


In construing the Maloney Act's “fair and orderly” standard 
we must however remember that the statute was passed in 

1938 when Congress had not yet seen fit to require separa 

tion of functions in federal agencies. 









24/ In reaching this conclusion we attach great weight to 
the ease and the economy with which de novo review can 















be obtained from the Board of Governors and from us. 





|- )25/ Article |, Section 8 of the NASD’s By-Laws provides 
that the membership of an individual may be extended to a 

‘ successor Organization with the Board of Governors’ consent 
I- upon such terms as the Board deems “‘equitable and appro- 
priate in the circumstances."” The NASD states that Cotzin 
and Woolf were advised prior to the District Committee's 
decision herein that the NASD’s action in this matter “was 
to be assumed by the successor organization.” 


26/ Sumner B. Cotzin, Securities Exchange Act Release No. 
10132 (May 1, 1973), 1 SEC Docket No. 14, p. 2. In con- 

\- senting to the bar, Cotzin neither admitted nor denied the 

- charges against him. 








he | 
SECURITIES EXCHANGE ACT OF 1934 
: | Release No. 10851/June 13, 1974 
>e- 
ub- | NOTICE OF EXEMPTION FROM PROVISIONS OF RULE 
17a-15 
Notice is hereby given that the Commission, acting pursuant 
Q4- to Paragraph (h) of Rule 17a-15 under the Securities Ex- 
| change Act of 1934 (the ‘‘Rule”),1/ has exempted from the 
provisions thereof reporting in all listed securities which 
1d are not eligible for reporting pursuant to a consolidated tape 
e plan declared effective by the Commission pursuant to the 
ti- Rule. 
in 
n- Although Rule 17a-15 requires the consolidated reporting 
49 of transactions in a// listed securities, the consolidated tape 
| | plan filed jointly by the New York, American, Midwest, 
m Pacific and PBW Stock Exchanges and the National Associa- 
tion of Securities Dealers, Inc. (the “Joint Plan’’), declared 
hat | effective by the Commission as of May 17, 1974,2/ limits 
| such consolidated reporting to a class of securities defined 
jju- as “Eligible Securities.“"3/ The Commission approved this 


9 limitation in declaring the Joint Plan effective. In view of 


sit: various exemption requests the Commission has received 

n- | from certain national securities exchanges,4/ and in view of 
the unqualified requirement in Rule 17a-15 that transactions 
dis- in all listed securities be reported on a consolidated basis, 


to the Commission has determined to exempt from the con- 
solidating reporting requirements of the Rule transactions 
in all listed securities which do not meet the eligibility cri- 
e | teria of Section VI of the Joint Plan declared effective by 
the Commission. 


-not 

be ' 

: | The Securities and Exchange Commission, having determin- 
ed that it is not necessary in the public interest or for the 
protection of investors that listed securities not meeting the 

ont eligibility criteria of the consolidated tape plan declared 

ice effective by the Commission be subject to the provisions of 

Edu- Rule 17a-15, hereby exempts from the provisions of the 
Rule, pursuant to Paragraph (h) thereof, all listed securities 
which do not meet the eligibility criteria of Section VI of 

ndard the consolidated tape plan declared effective by the Com- 

ad iin mission. 5/ 

yara- 


By the Commission. 
George A. Fitzsimmons 


| to Secretary 





1/ Paragraph (h) of Rule 17a-15 provides that the Commis- 
sion may “exempt from the provisions of [the] Rule, either 
unconditionally or on specified terms and conditions, any 
exchange, association, broker, dealer, vendor or specified 
type of securities if the Commission determines that it is 
not necessary in the public interest or for the protection of 
investors that such exchange, association, broker, dealer, 
vendor or type of security be subject to the provisions of 
[the] Rule.’ 


2/ Announced in Securities Exchange Act Release No. 10787 
(May 10, 1974). 


3/ Initially, Eligible Securities will include all securities pre- 
sently listed on the New York Stock Exchange (the “NYSE”’) 
and the American Stock Exchange (the “Amex’’) and secur- 
ities listed or admitted to unlisted trading privileges on 

other registered national securities exchanges if they sub- 
stantially meet the listing standards of the NYSE or Amex. 
After the date ‘Phase il” commences, the term Eligible 
Securities will include any security which becomes listed 
and which, at the time of listing or commencement of 
trading, substantially meets the listing requirements of the 
NYSE or Amex, as they may be in effect at that time. Secur- 
ities shall cease to be Eligible Securities whenever they do 
not substantially meet the listing criteria from time to time 
in effect for continued listing on the NYSE or Amex. 


4/ Securities Exchange Act Release No. 10135 (May 4, 
1973). 


5/ Any future amendment to the eligibility criteria contained 
in such plan necessarily will effect a corresponding modifi- 
cation in the scope of this exemption. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10852/June 13, 1974 


In Securities Exchange Act Release No. 10751, April 23, 
1974, the Securities and Exchange Commission announced 
that public hearings would be held beginning May 29, 1974 
on the intra-member commission rate structures of securi- 
ties exchanges. Interested persons who desired to submit 
written comments were requested to do so by June 14, 1974. 


The Commission announced today that it has extended the 
time for filing written statements to June 28, 1974. Persons 
wishing to submit written statements for the Commission's 
consideration should send 25 copies thereof to William E. 
Toomey, Room 632, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10853/June 13, 1974 


Admin. Proc. File No. 3-4246 
In the Matter of 


CHARTERED NEW ENGLAND CORP. 
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90 Broad Street 
New York, New York 
(8-14348) 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these broker-dealer proceedings under the Securities Ex- 
change Act, an offer of settlement was submitted by Char- 
tered New England Corp. (“registrant’’), a registered broker- 
dealer. Solely for the purpose of these and any other pro- 
ceedings brought by the Commission, and without admit- 
ting or denying the allegations in the order for proceedings, 
registrant consents to findings of violations as alleged in 
that order and to the imposition of a specified sanction. 
Upon the recommendation of its staff, the Commission de- 
termined to accept the offer. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that, during the period from about 
September 1971 to June 1972, registrant willfully violated 
Sections 5(a) and 5(c) of the Securities Act in that it offered, 
sold and delivered shares of common stock of Accurate Cal- 
culator Corp. when no registration statement under that 

Act had been filed or was in effect as to such securities. 1/ 


The offer of settlement provides that the registrant’s over- 
the-counter retail operations may be suspended for a period 
of ten days provided that, during such suspension, registrant 
may execute unsolicited liquidating transactions for custom- 
ers Whose securities it holds. In cases where a customer de- 
sires to sell securities he holds himself, registrant may refer 
the customer to a broker-dealer of its choice for purposes 

of the trade, but may not participate in the execution or 
clearing of the transaction or receive any economic benefit 
therefrom. 


In determining to accept the offer of settlement, the Com- 
mission considered registrant’s undertaking to continue cer- 
tain policies and procedures involving (a) the securing of 
specified information prior to quoting certain securities, (b) 
restrictions on the securities in which registrant may make 

a market, and (c) restrictions on the securities that registrant 
may solicit retail customers to purchase or sell. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 


Accordingly, IT 1S ORDERED that, with the exceptions set 
forth above, the over-the-counter retail operations of Char- 
tered New England Corp. be, and they hereby are, suspended 
for a period of ten days, effective as of the opening of busi- 
ness on June 24, 1974. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ This finding is not binding upon any other respondent 
named in these proceedings. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10854/June 14, 1974 














NOTICE OF ADOPTION OF AMENDMENTS TO FORM 
10-K UNDER THE SECURITIES EXCHANGE ACT OF 
1934 TO CLARIFY THE DISCLOSURES REQUIRED RE. 
LATIVE TO THE REGISTRANT'S BUSINESS (Effective 
July 1, 1974.) 








The Securities and Exchange Commission today adopted a 
clarifying amendment to Item 1(a) of Form 10-K under the 
Securities Exchange Act of 1934 (“Act”). Item 1(a) and (b) 
was last amended in Securities Act Release No. 5395 (June 
1, 1973), effective August 1, 1973. 


Item (a) calls for a description of the registrant's principal 
products and services, markets and methods of distribution. 
Item 1(b) requires a description of any material changes 
and developments during the fiscal year in the business done 
and intended to be done; also, Item 1(b) contains nine spec- 
ific topics, such as competitive conditions, backlog and re- 
liance upon a small number of customers, as to which dis- 
closure might be required. 





——— 


The Commission is advised that some registrants construe 
the above disclosure requirements as not calling for a des- 
cription of business done and intended to be done, unless 
there has been a material change in the registrant’s business. 
The Commission did not intend this result. Instead, it was 
intended that each report on Form 10-K contain a brief 
description of the business done and intended to be done 
with an additional discussion highlighting material changes 
occurring during the fiscal year. In Securities Act Release 
No. 5395 the Commission stated: 





The description of business item in Form 10-K, as 
adopted, requires a brief description of the registrant's 
business, which is an existing requirement, and the 
material changes in such business that occurred dur- 
ing the fiscal year. The Commission believes that re- 
taining the requirement for a brief description of 
business will make reports on Form 10-K understand- 
able without the need to refer to other forms or 
reports. 





To clarify the disclosure required by Item 1, Item 1(a) is 
amended as follows: 


Item 1. Business 


(a) Kdentify-the prineipal-preducts predueed and-serviees 
rendered -by the +egistrant and-its subsidiaries, and-the-prtt 
eipat markets -foer,-and-metheds of distribution-ef-stet 
preduets-and serviees:-Briefly deseribe any-significant- i 
ehanges-in-the-kinds of -produets produeed-orservices-ren- 
dered;-or-in-the-markets or-methods-of- distribution; sinee 
the-beginning-of the-fiseat-yeear: Briefly describe the busi- 
ness done and intended to be done by the registrant and 
its subsidiaries. If material and necessary for an understand- 
ing of the business, briefly describe the information speci- 
fied in Item 1(b)(1) to (9), below. 











7 * #* 





The Commission finds that the amendment to Item 1(a) is 





minor and in the nature of a clarification of an existing re- 

quirement, that it is in the public interest and should not 

() impose burdens on issuers or others or sacrifice the protec- 
tion of investors; accordingly, the Commission finds that 








vi further notice and rulemaking procedures pursuant to the 

Administrative Procedure Act are unnecessary. The amend- 
RE- ments are effective July 1, 1974 and will apply to reports 
ve on Form 10-K due on or after that date. 


This action is taken pursuant to the Securities Exchange Act 


p. of 1934, particularly Sections 13, 15(d) and 23(a) thereof. 
the 
| (b) Following is an updated version of Form 10-K, as in effect 


ine July 1, 1974. This form reflects the above amendment, and 
other previously published amendments, the most recent 
of which appeared in Securities Act Release No. 5488 





al (April 25, 1974; effective July 1, 1974). 
ion, 
By the Commission. 
done 
pec: George A. Fitzsimmons 
<a Secretary 
iss | 
| SECURITIES AND EXCHANGE COMMISSION 
| Washington, D.C. 20549 
se 
a! FORM 10-K 
pel 
Ness. ANNUAL REPORT PURSUANT TO SECTION 13 OR 15 
ee (d) OF THE SECURITIES EXCHANGE ACT OF 1934 
te GENERAL INSTRUCTIONS 
ges 
se A. Rule as Use of Form 10-K. 
(a) Form 10-K shall be used for annual reports pursuant to 
. Section 13 or 15(d) of the Securities Exchange Act of 1934 
ts for which no other form is authorized or prescribed. 
' 
| (b) Reports on this form shall be filed within 90 days after 
| the end of the fiscal year covered by the report. However, 
| all schedules required by Regulation S-X may, at the option 
d- | of the registrant, be filed as an amendment to the report not 
later than 120 days after the end of the fiscal year covered 
by the report. Such amendment shall be filed under cover 
: of Form 8. 
is 
B. Application of General Rules and Regulations. 
(a) The General Rules and Regulations under the Act con- 
| tain certain general requirements which are applicable to 
no reports on any form. These general requirements should be 
pre carefully read and observed in the preparation and filing of 
. | reports on this form. 
' 
to (b) Particular attention is directed to Regulation 12B 
er | which contains general requirements regarding matters such 
4 as the kind and size of paper to be used, the legibility of 
oi the report, the information to be given whenever the title 
ci: of securities is required to be stated, and the filing of the re- 


port. The definitions contained in Rule 12b-2 should be 
especially noted. See also Regulations 13A and 15D. 


C. Preparation of Report. 
(a) is 





(a) This form is not to be used as a blank form to be filled 











in, but only as a guide in the preparation of the report on 
paper meeting the requirements of Rule 12b-12. The report 
shall contain the item numbers and captions of all items 
but the text of such items may be omitted. The answers to 
the items shall be prepared in the manner specified in Rule 
12b-13. 


(b) Except where information is required to be given for 
the fiscal year or as of a specified date, it shall be given as 
of the latest practicable date. 


(c) Attention is directed to Rule 12b-20, which states: “‘In 
addition to the information expressly required to be includ- 
ed in a statement or report, there shall be added such furth- 
er material information, if any, as may be necessary to make 
the required statements, in the light of the circumstances 
under which they are made, not misleading.” 


D. Signature and Filing of Report. 


Three complete copies of the report, including financial 
statements, exchibits and all other papers and documents 
filed as a part thereof, and five additional copies which 
need not include exhibits, shall be filed with the Commis- 
sion. At least one complete copy of the report, including 
financial statements, exhibits and all other papers and 
documents filed as a part thereof, shall be filed with each 
exchange on which any class of securities of the registrant 
is registered. At least one complete copy of the report filed 
with the Commission and one such copy filed with each ex- 
change shall be manually signed. Copies not manually 
signed shall bear typed or printed signatures. 


E. Disclosure with Respect to Foreign Subsidiaries. 


Information required by any item or other requirement of 
this form with respect to any foreign subsidiary may be 
omitted to the extent that the required disclosure would be 
detrimental to the registrant. However, financial statements, 
otherwise required, shall not be omitted pursuant to this in- 
struction. Where information is omitted pursuant to this 
instruction, a statement shal! be made that such information 
has been omitted and the names of the subsidiaries involved 
shall be separately furnished to the Commission. The Com- 
mission may, in its discretion, call for justification that the 
required disclosure would be detrimental. 


F. /ncorporation of Certain Information by Reference. 


Attention is directed to Rule 12b-23 which provides for 
the incorporation by reference of information contained in 
certain documents in answer or partial answer to any item 
of a report. 


G. Information as to Employee Stock Purchase, Savings 
and Similar Plans. 


Attention is directed to Rule 15d-21 which provides that 
separate annual and other reports need not to be filed pur- 
suant to Section 15(d) of the Act with respect to any em- 
ployee stock purchase, savings or similar plan if the issuer 
of the stock or other securities offered to employees pursu- 
ant to the plan furnishes to the Commission the informa- 
tion and documents specified in the rule. If the registrant 
elects to follow the procedure permitted by Rule 15d-21, 
the information, financial statements and exhibits specified 
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in paragraph (a)(2) of the rule shall be furnished on Form 
11-K as an exhibit to the registrant’s annual report. Such 
exhibit need not be signed, but the accountant'’s certificate 
accompanying the financial statements included therein 
shall be manually signed. 


H. Omission of Information Previously Filed. 


(a) Except as provided in paragraph (b) below, the informa- 


tion called for by Part | of this form (Items 1 through 10) 
is to be furnished by all registrants required to file a report 
on this form. Part II (Items 11 through 15) may be omitted 
from the report by any registrant which, since the close of 
the fiscal year, has filed with the Commission a definitive 
proxy statement pursuant to Regulation 14A, or a defini- 
tive information statement pursuant to Regulation 14C, 
which involved the election of directors, or which files such 
a proxy or information statement not later than 120 days 
after the close of the fiscal year. 


(b) If the information called for by Item 4, 5 or 9 would 
be unchanged from that given in a previous report, a refer- 
ence to the previous report which includes the required in- 
formation will be sufficient. Copies of such previous report 
need not be filed with the report currently being filed on 
this form. 


SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 


FORM 10-K 


ANNUAL REPORT PURSUANT TO SECTION 13 OR 15 
(d) OF THE SECURITIES EXCHANGE ACT OF 1934 


For the fiscal year ended , Commission file number 





(Exact name of registrant as specified in its charter) 





(State or other jurisdiction of 
incorporation or organization) 


(I.R.S. Employer 
Identification No.) 





(Address of principal executive 
offices) 


(Zip Code) 


Registrant’s telephone number, including area code 


Securities registered pursuant to Section 12(b) of the Act: 


Name of each exchange 


Title of each class on which registered _ 








Securities registered pursuant to Section 12(g) of the Act: 





(Title of class) 





(Title of class) 


Indicate by check mark whether the registrant (1) has filed 
all reports required to be filed by Section 13 or 15(d) of 
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the Securities Exchange Act of 1934 during the preceding 
12 months (or for such shorter period that the registrant 
was required to file such reports), and (2) has been subject 
to such filing requirements for the past 90 days. 

YES NO 












Item 1. Business 


(a) Briefly describe the business done and intended to be 

done by the registrant and its subsidiaries. If material and 

necessary for an understanding of the business, briefly des- 
cribe the information specified in Item 1(b)(1) to (9), be- 

low. 





(b) Describe any material changes and developments since 
the beginning of the fiscal year in the business done and in- 
tended to be done by the registrant and its subsidiaries. The 
description shall include information as to matters such as 
the following: 


(1) Competitive conditions in the industry or industries 
involved and the competitive position of the registrant if 
known or reasonably available to the registrant. If several 
products or services are involved, separate consideration 
shall be given to the principal products or services or classes 
of products or services. 


—————eE 


(2) If a material part of the business is dependent upon a 
single customer or a few customers, the loss of any one or} 
more of whom would have a materially adverse effect on 
the business of the registrant, the name of the customer or 
customers, their relationship, if any, to the registrant and 
material facts regarding their importance to the business of 
the registrant. 





(3) To the extent that information concerning backlogis | 
material to an understanding of the business of the regis- 
trant, the dollar amount of backlog of orders believed to be 
firm, as of the end of the registrant's fiscal year, and as of 
the end of the preceding fiscal year, together with an indica: | 
tion of the portion thereof not reasonably expected to be 
filled within the current fiscal year and seasonal or other | 
material aspects of the backlog. 


(4) The sources and availability of raw materials essential } 
to the business. 


(5) The importance to the business and the duration and 
effect of, all material patents, trademarks, licenses, fran- 
chises and concessions held. 


(6)(a) The estimated dollar amount spent during each of 
the last two fiscal years on material research activities re- 
lating to the developments of new products or services or 
the improvement of existing products or services, indicating 
those activities which were company-sponsored and/or those 
which were customer-sponsored. 


(b) If there has been a public announcement of, or if infor- 
mation otherwise has become public about, a new product 
or line of business requiring the investment of a material 
amount of total assets, a description of the status of such 
product or line (e.g., whether in the planning stage, whether 
prototypes exist, the degree to which product design has 
progressed or whether further engineering is necessary). 
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(c) Where material, state the approximate number of em- 
ployees engaged fulltime in each of the activities described 
in (a) above during each fiscal year and in (b). 


Note: \tem 1(b)(6)(b) is not intended to_require disclosure 
of otherwise non-public corporate information the disclosure 
of which would adversely affect the registrant’s competitive 
position. Subparagraph (a) requires disclosure of financial 
information relating to research and development activities. 
Subparagraph (b) is intended to elicit additional specific in- 
formation only where there has been a public announce- 
ment or where information has otherwise become public 
about a new product or line of business requiring the invest- 
ment of a material amount of total assets. 


(7) The material effects that compliance with Federal, State 
and local provisions which have been enacted or adopted re- 
gulating the discharge of materials into the environment, or 
otherwise relating to the protection of the environment, may 
have upon the capital expenditures, earnings and competi- 
tive position of the registrant and its subsidiaries. 


(8) The number of persons employed by the registrant. 


(9) The extent to which the business of the registrant or a 
material portion thereof is or may be seasonal. 


Instructions. 1. \f the registrant proposes to enter, or has 
recently entered or introduced a new line of business or 
product requiring the investment of a material amount of 
its total assets, provide as supplemental information, but 
not as a part of the report, a copy of any market studies 
conducted or performed by or for the registrant relating to 
such business or product and a statement as to the actual or 
proposed use of such study. Where material, disclosure in 
the report of the absence of such a study is required. 


2. The principal methods of competition (e.g., price, ser- 
vice, warranty, or product performance), should be identi- 
fied and positive and negative factors pertaining to the com- 
petitive position of the registrant, to the extent that they 
exist, should be explained, if known or reasonably available 
to the registrant. An estimate of the number of competitors 
should be included, and, where material, the particular mar- 
kets in which the registrant competes should be identified. 
Where one or a small number of competitors are dominant, 
they should be identified. 


3. Where material to understanding the registrant’s business, 
the registrant’s and industry practices and conditions as they 
relate to working capital items should be explained (e.g., 
where the registrant’s business is highly seasonal; where the 
registrant is required to carry significant amounts of inven- 
tory to meet rapid delivery requirements of customers or to 
assure itself of a continuous allotment of goods from sup- 
pliers; or where the registrant has to provide extended pay- 
ment terms to customers). 


4. The description shall not relate to the powers and objects 
specified in the charter, but to the actual business done and 
intended to be done. Include the business of subsidiaries 
and affiliates of the registrant insofar as is necessary to un- 
derstand the character and development of the business con- 
ducted by the total enterprise. 


5. In describing developments, information shall be given 


as to matters such as the following: the nature and results 
of any bankruptcy, receivership or similar proceedings with 
respect to the registrant or any of its significant subsidiaries; 
the nature and results of any other material reorganization, 
readjustment or succession of the registrant or any of its 
significant subsidiaries; the acquisition or disposition of any 
material amount of assets otherwise than in the ordinary 
course of business; and any material changes in the mode of 
conducting the business. 


6. The business of a predecessor or predecessors shall be 
deemed to be the business of the registrant for the purpose 
of this item. 


7. Appropriate disclosure shall be made with respect to any 
material portion of the business which may be subject to 
renegotiation or profits or termination of contracts or sub- 
contracts at the election of the Government. 


(c)(1) Information as to lines of business. \f the registrant 
and its subsidiaries are engaged in more than one line of 
business, state, for each of the registrant's last five fiscal 
years, or for each fiscal year ending after December 31, 1966, 
or for each fiscal year the registrant has been engaged in bus- 
iness, whichever period is less, the approximate amount or 
percentage of (i) total sales and revenues, and (ii) income 

(or loss) before income taxes and extraordinary items, at- 
tributable to each line of business which during either of 

the last two fiscal years accounted for— 


(A) 10 per cent or more of the total of sales and revenues, 


(B) 10 per cent or more of income before income taxes 
and extraordinary items computed without deduction of 
loss resulting from operations of any line of business, or 


(C) a loss which equalled or exceeded 10 per cent of the 
amount of income specified in (B) above; 


provided, that if total sales and revenues did not exceed 
$50,000,000 during either of the last two fiscal years, the 
percentages specified in (A), (B) and (C) above shall be 15 
per cent, instead of 10 per cent. 


If it is impracticable to state the contribution to income (or 
loss) before income taxes and extraordinary items for any 
line of business, state the contribution thereof to the results 
of operations most closely approaching such income, to- 
gether with a brief explanation of the reasons why it is not 
practicable to state the contribution to such income or loss. 


Instructions. 1. \f the number of lines of business for 
which information is required exceeds ten, the registrant 
may, at its option, furnish the required information only 
for the ten lines of business deemed most important to an 
understanding of the business. In such event, a statement to 
that effect shall be set forth. 


2. In grouping products or services as lines of business, ap- 
propritate consideration shall be given to all relevant fac- 
tors, including rates of profitability of operations, degrees 
of risk and opportunity for growth. The basis for grouping 
such products or services and any material changes between 
periods in such groupings shall be briefly described. 


3. Where material amounts of products or services are 
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transferred from one line of business to another, the receiv- 
ing and transferring lines may be considered a single line of 
business for the purpose of reporting the operating results 
thereof. 


4. If the method of pricing intra-company transfers of 
products or services or the method of allocation of common 
or corporate costs materially affects the reported contribu- 
tion to income of a line of business, such methods and any 
material changes between periods in such methods and the 
effect thereof shall be described briefly. 


5. Information regarding sales or revenues or income (or 
loss) from different classes of products or services in opera- 
tions regulated by Federal, State or municipal authorities 
may be limited to those classes of products or services re- 
quired by any uniform system of accounts prescribed by 
such authorities. 


(2) /nformation as to classes of similar products or services. 
State for each fiscal year specified in (1) above the amount 
or percentage of total sales and revenues contributed by 
each class of similar products or services which contributed 
10 per cent or more to total sales and revenues in either of 
the last two fiscal years, or 15 per cent or more of total 
sales and revenues if total sales and revenues did not exceed 
$50,000,000 during either of the last two fiscal years. 


Instructions. 1. Paragraph (2) calls for information with 
respect to classes of similar products or services regardless 
of whether the registrant is engaged in more than one line 
of business as referred to in paragraph (1) above. However, 
this information may be combined where appropriate, with 
the response to paragraph (1). 


2. Instruction 5 to paragraph (1) above shall also apply to 
Paragraph (2). 


(d) If the registrant and its subsidiaries engage in material 
operations in foreign countries, or if a material portion of 
sales or revenues is derived from customers in foreign coun- 
tries, appropriate disclosure shall be made with respect to 
the importance of that part of the business to the registrant 
and the risks attendant thereto. Insofar as practicable, fur- 
nish information with respect to volume and relative profit- 
ability of such operations. 


(e) The Commission may, upon written request of the regis- 
trant and where consistent with the protection of investors, 
permit the omission of any of the information herein re- 
quired or the furnishing in substitution therefor of appro- 
priate information of comparable character. The Commis- 
sion may also require the furnishing of other information in 
addition to, or in substitution for, the information herein 
required in any case where such information is necessary or 
appropriate for an adequate description of the business done 
or intended to be done. 


!tem 2. Summary of Operations. 
Furnish in comparative columnar form a summary of opera- 
tions for the registrant or for the registrant and its subsidiar- 


ies consolidated, or both, as appropriate, for— 


(a) each of the last five fiscal years of the registrant (or for 


430/SEC DOCKET 


the life of the registrant and its predecessors, if less), and 


(b) any additional fiscal years necessary to keep the sum- 
mary from being misleading. 


Where necessary, include information or explanation of 
material significance to investors in appraising the results 
shown, or refer to such information or explanation set forth 
elsewhere in the report. 


Instructions. 1. Subject to appropriate variation to conform 
to the nature of the business, the following items shall be in- 
cluded: net sales or operating or other revenues; cost of 
goods sold or operating or other expenses (or gross profit); 
interest expense; income tax expense; income from contin- 
uing operations; discontinued operations, less applicable 
tax; income or loss before extraordinary items; extraordin- 
ary items, less applicable tax; cumulative effects of changes 
in accounting principles; and net income or loss. 


2. If a period or periods reported on include operations of 

a business prior to the date of acquisition, or for other causes 
differ from reports previously issued for any period, the 
summary shall be reconciled as to sales or revenues and net 


income in the summary or in a note thereto with the amounts 


previously reported, provided, however, that such reconcilia- 
tions need not be made (1) if they have been made in filings 
with the Commission in prior years or (2) the financial 
statements which are being retroactively adjusted have not 
previously been filed with the Commission or otherwise 
made public. 


3. The summary shall be prepared to show earnings appli- 
cable to common stock. Per share earnings and dividends 
declared for each period of the summary shall also be 
shown. The basis of the computation of per share earnings 
shall be stated, together with the number of shares used in 
the computation. The registrant shall file as an exhibit a 
statement setting forth in reasonable detail the computation 
of per share earnings, unless the computation can be clearly 
determined from the answer to this item. 


4. (a) If debt securities are registered under Section 12 of 
the Act, the registrant may, at its option, show in tabular 


form for each fiscal year the ratio of earnings to fixed charges. 


If appropriate, the ratio of earnings to fixed charges for such 
periods shall also be shown on a total enterprise basis in a 
position of equal prominence with the ratio for the registrant 
or the registrant and its consolidated subsidiaries (see Ac- 
counting Series Release No. 122). 


(b) Earnings shall be computed after all operating and in- 
come deductions except fixed charges and taxes based on 
income or profits and after eliminating undistributed in- 
come of unconsolidated subsidiaries and 50 percent or less 
owned persons. In the case of utilities, interest credits 
charged to construction shall be added to gross income and 
not deducted from interest. 


(c) The term “fixed charges” shall mean (i) interest and 
amortization of debt discount and expense and premium on 
all indebtedness; (ii) such portion of rentals as can be demon- 
strated to be representative of the interest factor in the par- 
ticular case; and (iii) in case consolidated figures are used, 
preferred stock dividend requirements of consolidated sub- 
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sidiaries, excluding in all cases items eliminated in consolida- 
tion. 


(d) Any registrant electing to show the ratio of earnings to 
fixed charges, in accordance with this instruction, shall file 
as an exhibit a statement setting forth in reasonable detail 
the computations of the ratios shown. 


5. Describe any change in accounting principles or practices 
followed by the registrant, or any change in the method of 
applying any such accounting principles or practices, which 
materially affected the financial statements being filed with 
the Commission for the fiscal year covered by the report or 
which is reasonably certain to affect the financial statements 
of future fiscal years. State the date of the change and the 
reasons therefor. A letter from the registrant’s independent 
accountants, approving or otherwise commenting on the 
change, shall be filed as an exhibit unless previously filed. 


6. For any event subsequent to January 31, 1973, which 
was required to be reported pursuant to Item 10(a) of Form 
&K in which an amount of cost was estimated to be incur- 
red in the fiscal year being reported on or the prior fiscal 
year, summarize such transaction and state the amounts of 
such estimated cost and the amounts of the actual cost in- 
curred in such periods, the reasons for differences between 
estimated and actual amounts, if any, and provide a detailed 
reconciliation showing all charges and credits to any reserve 
provided. 


Item 3. Properties. 


State briefly the location and general character of the prin- 
cipal plants, mines and other materially important physical 
properties of the registrant and its subsidiaries, whether held 
in fee or leased, and if leased, the expiration dates of 
material leases. 


Instruction. What is required is such information as will 
reasonably inform investors as to the suitability, adequacy 
productive capacity and extent of utilization of the facilities 
used in the enterprise. Detailed descriptions of the physical 
characteristics of individual properties or legal descriptions 
by metes and bounds are not required and should not be 
given. 


Item 4. Parents and Subsidiaries. 


(a) Furnish a list or diagram of all parents and subsidiaries 
of the registrant and as to each person named indicate the 
percentage of voting securities owned, or other basis of con- 
trol, by its immediate parent, if any. 


Instructions. 1. The list or diagram shall include the regis- 
trant and shall be so prepared as to show clearly the relation- 
ship of each person named to the registrant and to the other 
persons named. If any person is controlled by means of the 
direct ownership of its securities by two or more persons, so 
indicate by appropriate cross-reference. 


2. Designate by appropriate symbols (a) subsidiaries for 
which separate financial statements are filed; (b) subsidiaries 
included in consolidated financial statements; (c) subsidiar- 
ies included in group financial statements filed for uncon- 
solidated subsidiaries; and (d) other subsidiaries, indicating 
ef why financial statements of such subsidiaries are not 
iled. 


3. Include the name of the State or other jurisdiction in 
which each subsidiary was incorporated or organized. 


4. The names of particular subsidiaries may be omitted if 
the unnamed subsidiaries, considered in the aggregate as a 
single subsidiary, would not constitute a significant subsidi- 
ary. 


5. The names of consolidated wholly-owned multiple sub- 
sidiaries carrying on the same line of business, such as chain 
stores or small loan companies, may be omitted, provided 
the name of the immediate parent, the line of business, the 
number of omitted subsidiaries operating in the United 
States and the number operating in foreign countries are 
given. This instruction shall not apply, however, to banks, 
insurance companies, savings and loan associations or to 
any subsidiary subject to regulation by another Federal 
agency. 


6. If the registrant owns directly or indirectly approximate- 
ly 50 percent of the voting securities of any person and 
approximately 50 percent of the voting securities of such 
person is owned directly or indirectly by another single in- 
terest, or if the registrant takes up the equity in undistribu- 
ted earnings of any other unconsolidated person, such per- 
son shall be deemed to be a subsidiary for the purpose of 
this item. 


Item 5. Legal Proceedings. 


Briefly describe any material pending legal proceedings, 
other than ordinary routine litigation incidental to the busi- 
ness, to which the registrant or any of its subsidiaries is a 
party or of which any of their property is the subject. In- 
clude the name of the court or agency in which the pro- 
ceedings are pending, the date instituted, the principal par- 
ties thereto, a description of the factual basis alleged to 
underlie the proceeding and the relief sought. Include simi- 
lar information as to any such proceedings known to be 
contemplated by governmental authorities. 


Instructions. 1. \f the business ordinarily results in actions 
for negligence or other claims, no such action or claim need 
be described unless it departs from the normal kind of such 
actions. 


2. No information need be given with respect to any pro- 
ceeding which involves primarily a claim for damages if the 
amount involved, exclusive of interest and costs, does not 
exceed 10 percent of the current assets of the registrant 

and its subsidiaries on a consolidated basis. However, if any 
proceeding presents in large degree the same issues as other 
proceedings.pending or known to be contemplated, the 
amount involved in such other proceedings shall be included 
in computing such percentage. 


3. Notwithstanding Instruction 1 and 2, any material bank- 
ruptcy, receivership, or similar proceeding with respect to 
the registrant or any of its significant subsidiaries shall be 
described. Any material proceedings to which any director, 
officer or affiliate of the registrant, any security holder 
named in answer to Item 11(a), or any associate of any such 
director, officer or security holder, in a party, or has a 
materiai interest, adverse to the registrant or any of its sub- 
sidiaries shall also be described. 
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4. Notwithstanding the foregoing, administrative or judicial 
proceedings arising under any Federal, State or local provi- 
sions regulating the discharge of materials into the environ- 
ment or otherwise relating to the protection of the environ- 
ment, shall not be deemed “ordinary routine litigation inci- 
dental to the business” and shall be described if such pro- 
ceeding is material to the business or financial condition of 
the registrant or if it involves primarily a claim for damages 
and the amount involved, exclusive of interest and costs, ex- 
ceeds 10 percent of the current assets of the registrant and 
its subsidiaries on a consolidated basis. Any such proceedings 
by governmental authorities shall be deemed material and 
shall be described whether or not the amount of any claim 
for damages involved exceeds 10 percent of current assets 

on a consolidated basis and whether or not such proceedings 
are considered “ordinary routine litigation incidental to the 
business”; provided however, that such proceedings which 
are similar in nature may be grouped and described generi- 
cally stating: the number of such proceedings in each group; 
a generic description of such proceedings; the issues generally 
involved; and, if such proceedings in the aggregate are ma- 
terial to the business or financial condition of the registrant, 
the effect of such proceedings on the business or financial 
condition of the registrant. 


Item 6. Increases and Decreases in Outstanding Securities. 


General Instruction. The information called for herein 
shall be given as to each “‘security” as defined in Section 2 
(1) of the Securities Act of 1933. If the information called 
for has been previously reported on Form 10-O or some 
other form, it may be incorporated by a specific reference 
to the previous filing. 


(a) Give the following information as to all increases and 
decreases during the fiscal year in the amount of equity se- 
curities of the registrant outstanding: 


(1) The title of the class of securities involved; 
(2) The date of the transaction; 


(3) The amount of securities involved and whether an in- 
crease or a decrease; 


(4) A brief description of the transaction in which the in- 
crease or decrease occurred. If previously reported, the des- 
cription may be incorporated by a specific reference to the 
previous filing. 


Instruction. The information shall be prepared in the form 
of a reconciliation between the amounts shown to be out- 
standing on the balance sheet to be filed with this report 
and the amounts shown on the registrant’s balance sheet for 
the previous year. The exercise of outstanding options or 
warrants (separately by class or type of option warrant), 
conversions of previously issued convertible securities (separ- 
ately by class of security) and the issuance of options may 
be grouped together showing the dates between which all 
such transactions occurred. 


(b) Give the following information as to all securities of the 
registrant sold by the registrant during the fiscal year, which 
were not registered under the Securities Act of 1933, in reli- 
ance upon an exemption from registration provided by Sec- 
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tion 4(2) of that Act. Include sales of the registrant's 
reacquired securities as well as new issues, securities issued 
in exchange for property, services or other securities, and 
new securities resulting from the modification of outstand- 
ing securities: 





(1) Give the date of sale, and the title and amount of the 
registrant’s securities sold; 


(2) Give the market price on the date of sale, if applicable; 


(3) Give the names of the brokers, uinderwriters or finders, 
if any. As to any securities sold but which were not the 
subject of a public offering, name the persons or identify 
the class of persons to whom the securities were sold; 


(4) As to securities sold for cash, state the aggregate offer- 
ing price and the aggregate underwriting discounts, broker- 
age commissions, or finder’s fees. As to any securities sold 
otherwise than for cash, state the nature of the transaction 
and the nature and aggregate amount of consideration re- 
ceived by the registrant; 


(5) Indicate the Section of the Act or Rule of the Commis- 
sion under which exemption from registration was claimed 
and state briefly the facts relied upon to make the exemp- 

tion available; and 


(6) State whether the securities have been legended and 
stop-transfer instructions given in connection therewith, 
and if not, state the reasons why not. 


Item 7. Approximate Number of Equity Security Holders, 





State in the tabular form indicated below the approximate 
number of holders of record of each class of equity securi- 
ties of the registrant as of the end of the fiscal year: 
(1) (2) 
Title of class Number of record holders 





Instructions. 1. Attention is directed to the definition of 
the term “equity security” in Section 3(a)(11) of the Act 
and Rule 3a11-1 thereunder and the definition of the term 
“held of record” in Rule 12g5-1. 


2. The information shall be given as of the end of the last 
fiscal year or as of any subsequent date, except that if the 
latest determination of the number of record holders of any 
class of equity securities was made for some other purpose 
within 90 days prior to the end of the last fiscal year, the 
information may be given as of the date of such determina 
tion. 


3. Information need not be given with respect to the num- 
ber of holders of outstanding nontransferable options to 
purchase securities of the registrant. 


Item 8. Executive Officers of the Registrant. 





(a) List the names and ages of all executive officers of the 
registrant and ali persons chosen to become executive offi- | 
cers; state the nature of any family relationship between 

them; indicate all positions and offices with the registrant 
held by each such person; state his term of office as officer 
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and the period during which he has served as such and brief- 
ly describe any arrangement or understanding between him 
and any other person pursuant to which he was selected as 
an officer. 


Instructions. 1. Do not include arrangements or under- 
standings with directors or officers of the registrant acting 
solely in their capacities as such. 


2. The term “executive officer’ means the president, secre- 
tary, treasurer, any vice president in charge of a principal 
business function (such as sales, administration or finance) 
and any other person who performs similar policy making 
functions for the registrant. 


3. The term “family relationship” means any relationship 
by blood, marriage or adoption, not more remote than first 
cousin. 


(b) Give a brief account of the business experience during 
the past five years of each executive officer, including his 
principal occupations and employment during that period 
and the name and principal business of any corporation or 
other organization in which such occupations and employ- 
ment were carried on. Where an executive officer has been 
employed by the registrant or a subsidiary of the registrant 
for less than five years, a brief explanation should be includ- 
ed as to the nature of the responsibilities undertaken by the 
individual in prior positions to provide adequate disclosure 
of his prior business experience. What is required is informa- 
tion relating to the level of his professional competence, 
which may include, depending upon the circumstances, such 
specific information as the size of the operation supervised. 


Item 9. Indemnification of Directors and Officers. 


State the general effect of any charter provision, bylaw, con- 
tract, arrangement or statute under which any director or 
officer of the registrant is insured or indemnified in any 
manner against any liability which he may incur in his capa- 
city as such. 


Item 10. Financial Statements and Exhibits Filed. 


List all of the following documents filed as a part of the re- 
port: 


(a) All financial statements. 
(b) All exhibits, including those incorporated by reference. 


Instruction. Where any financial statement or exhibit is in- 
corporated by reference, the incorporation by reference 
shall be set forth in the list required by this item. See Rule 
12b-23. 


PART I!—(See General Instruction H) 


Item 11. Principal Security Holders and Security Holdings 
of Management. 


(a) Furnish the following information, in substantially the 
tabular form indicated, as to the voting securities of the 
registrant owned of record or beneficially by each person 
who owns of record, or is known by the registrant to own 
beneficially, more than 10 percent of any class of such 
securities. Show in column (3) whether the securities are 


owned both of record and beneficially, of record only, or 
beneficially only, and show in columns (4) and (5) the 
respective amounts and percentages owned in each such 
manner. 


Name and Titleof Type of Amount Percent of 


address __class_ ___ownership owned _class_ 


(b) Furnish the following information in substantially the 
tabular form indicated as to each class of equity securities 
of the registrant or any of its parents or subsidiaries, other 
than directors’ qualifying shares, beneficially owned direct- 
ly or indirectly by all directors and officers of the regis- 
trant, as a group, without ‘naming them. 


(1) (2) (3) 


Title of Amount beneficially 
class owned 


Per cent of 
class 





Instructions. 1. The percentages are to be calculated on 
the basis of the amount of outstanding securities, excluding 
securities held by or for the account of the issuer. In any 
case where the amount owned by directors and officers as 
a group is less than 1 per cent of the class, the per cent of 
the class owned by them may be omitted. 


2. For the purpose of this item a person shall be deemed 
to be the beneficial owner of securities which he has the 
right to acquire through the exercise of presently exercis- 
able options, warrants or rights or through the conversion 
of presently convertible securities. In computing the per- 
centage of the class owned, securities which such person has 
a right to acquire shall be deemed to be outstanding. 


3. If, to the knowledge of the registrant, more than 10 per 
cent of any class of voting securities of the registrant is held 
or to be held subject to any voting trust or other similar 
agreement, state the title of such securities, the amount held 
or to be held and the duration of the agreement. Give the 
names and addresses of the voting trustees and outline brief- 
ly their voting rights and other powers under the agreement. 


(c) Describe any contractual arrangements, known to the 
registrant including any pledge of securities of the registrant 
or any of its parents the operation of the terms which may 
at a subsequent date result in a change in control of the 
registrant. 


Instruction. This paragraph does not require a description 
of ordinary default provisions contained in the charter, trust 
indentures or other governing instruments relating to securi- 
ties of the registrant. 


Item 12. Directors of the Registrants. 


Note: Paragraph (c) of Item 12 also applies to executive 
officers of the registrant. 


(a) List the name and age of each director of the registrant, 
the date on which his present term of office will expire and 
the nature of all other positions and offices with the regis- 
trant presently held by him. The same information shall 

be provided with respect to each person chosen to become 
a director. 


(b) If not previously reported, state the nature of any 
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family relationship between each such director and any other 
director or any executive officer of the registrant and give a 
brief account of his business experience during the past five 
years, including his principal occupations and employment 
during that period and the name and principal business of 
any corporation or other organization in which such occupa- 
tion or employment was carried on. Where a person has been 
on the registrant’s board for less than five years, a brief ex- 
planation should be included as to the nature of the respon- 
sibilities undertaken by the individual in prior positions to 
provide adequate disclosure of his prior business experience. 
What is required is information relating to the level of his 
professional competence and experience. 


(c) Describe any of the following events which have occur- 
red during the past 10 years and which are material to an 
evaluation of the ability and integrity of any director or exe- 
cutive officer of the registrant: 


(1) A petition under the Bankruptcy Act or any state insol- 
vency law was filed by or against, or a receiver, fiscal agent 
or similar officer was appointed by a court for business or 
property of, such person, or any partnership in which he was 
a general partner at or within 2 years before the time of such 
filing, or any corporation or business association of which he 
was an executive officer at or within 2 years before the time 
of such filing. 


(2) Such person was convicted in a criminal proceeding 
(excluding traffic violations and other minor offenses) or 
is the subject of a criminal proceeding which is presently 
pending: or 


(3) Such person was the subject of any order, judgment or 
decree of any court of competent jurisdiction permanently 
or temporarily enjoining him from acting as an investment 
adviser, underwriter, broker or dealer in securities, or as an 
affiliated person, director or employee of any investment 
company, bank, savings and loan association or insurance 
company, or from engaging in or continuing any conduct 

or practice in connection with any such activity or in con- 
nection with the purchase or sale of any security, or was the 
subject of any order of a Federal or state authority barring 
or suspending for more than 60 days the right of such person 
to be engaged in any such activity or to be associated with 
persons engaged in any such activity, which order has not 
been reversed or suspended. 


Instructions. 1. Instruction 2 to Item 8 shall also apply to 
this item. 


2. In any event specified in paragraph (c) has occurred but 
information in regard thereto is omitted on the ground that 
it is not material, the registrant shall furnish as supplemental 
information and not as a part of this report, a description of 
the event, and a statement of the reasons for the omission 
of information in regard thereto. 


Item 13. Remuneration of Directors and Officers. 


(a) Furnish the following information in substantially the 
tabular form indicated below as to all direct remuneration 
paid by the registrant and its subsidiaries during the regis- 
trant’s last fiscal year to the following persons for services 
in all capacities: 
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(1) Each director of the registrant whose aggregate direct 
remuneration exceeded $40,000, and each of the three 
highest paid officers of the registrant whose aggregate direct 
remuneration exceeded that amount, naming each such di- 
rector and officer. 


(2) All directors and officers of the registrant as a group, 
stating the number of persons in the group without naming 
them. 


(A) 
Name of individual 


or number of per- 
sons in group 


(B) (C) 


Capacities in which Aggregate 
remuneration was direct 
received remuneration 





Instructions. 1. Except as provided in Instruction 2, para- 
graph (a) of this item applies to any person who was a direc- 
tor or officer of the registrant at any time during the period 
specified. However, information need not be given for any 
portion of the period during which such person was not a 
director or officer of the registrant. 


2. Paragraph (a)(1) of this item does not apply to any per- 
son who was not named as a director or officer of the regis- 
trant in the first registration statement filed on Form 10 
for the registration of a class of securities pursuant to Sec- 
tion 12 of the Act, provided (i) such person has not been a 
director or officer of the registrant since the filing of such 
statement and (ii) the same information is not otherwise 
required to be disclosed in any other material filed with the 
Commission. 


3. The information is to be given on an accrual basis if 
practicable. The tables required by this paragraph and para- 
graph (b) may be combined if the registrant so desires. 


4. Do not include remuneration paid to a partnership in 
which any director or officer was a partner, but see Item 15. 


5. If any part of the remuneration shown in response to 
this item was paid pursuant to a material bonus or profit- 
sharing plan, briefly describe the plan and the basis upon 
which directors or officers participate therein. See Instruc- 
tion 1 to paragraph (b) for the meaning of the term “‘plan.” 


(b) Furnish the following information in substantially the 
tabular form indicated as to all annuity, pension or retire- 
ment benefits proposed to be paid to the following persons 
in the event of retirement at normal retirement date pursu- 
ant to any existing plan provided or contributed to by the 
registrant or any of its subsidiaries: 


(1) Each director or officer named in answer to paragraph 
(a)(1), naming each such person. 


(2) All directors and officers of the registrant who are eli- 
gible for such benefits, as a group, stating the number of 
persons in the group without naming them. 


(A) (B) 
Name of individual Amount set aside 
or number of per- or accrued during 


sons in group registrant’s last 
fiscal year 


(C) 


Estimated annual 
benefits upon 
retirement 

















a 


bal 
; 





Instructions. 1. The term “plan” in this paragraph and in 
paragraph (c) includes all plans, contracts, authorizations or 
arrangements, whether or not set forth in any formal docu- 
ment. 


2. Column (B) need not be answered with respect to pay- 
ments computed on an actuarial basis under any plan which 
provides for fixed benefits in the event of retirement at a 
specified age or after a specified number of years of service. 
In such case, columns (A) and (C) need not be answered with 
respect to directors or officers as a group. 


3. The information called for by column (C) may be given 
in the form of a table showing the annual benefits payable 
upon retirement to persons in specified salary classifications. 


4. In the case of any plan (other than those specified in In- 
struction 2) where the amount set aside each year depends 
upon the amount of earnings of the registrant or its subsidi- 
aries for such year or a prior year, or where it is otherwise 
impracticable to state the estimated benefits upon retire- 
ment, there shall be set forth, in lieu of the information 
called for by column (C), the aggregate amount set aside or 
accrued to date, unless it is impracticable to do so, in which 
case there shall be stated the method of computing such 
benefits. 


(c) Describe briefly all remuneration payments (other than 
accrued payments reported under paragraph (a) or (b) of 
this item) proposed to be made in the future, directly or in- 
directly, by the registrant or any of its subsidiaries pursuant 
to any existing plan or arrangement to (i) each director or 
officer named in answer to paragraph (a)(1), naming each 
such person, and (ii) all directors and officers of the regis- 
trant as a group, without naming them. 


Instruction. information need not be included as to pay- 
ments to be made for, or benefits to be received from, group 
life or accident insurance, group hospitalization or similar 
group payments or benefits. If it is impracticable to state 
the amount of remuneration payments proposed to be 

made, the aggregate amount set aside or accrued to date in 
respect of such payments shall be stated, together with an 
explanation of the basis for future payments. 


Item 14. Options Granted to Management to Purchase 
Securities. 


Furnish the following information, in substantially the tab- 
ular form indicated, as to all options to purchase any secur- 
ities from the registrant or any of its subsidiaries which were 
granted to or exercised by the following persons since the 
beginning of the fiscal year, and as to all options held by 
such persons as of the latest practicable date regardless of 
when such options were granted: (i) each director and offi- 
cer named in answer to Item 13(a)(1), naming each such 
person; and (ii) all directors and officers of the registrant as 
a group, without naming them: 


All directors 
(Insert (Insert (Insert and officers 
name) name) name) asa group 


Options granted: 
Number of shares 
Average option 

price pershare $ 











Options exercised: 
Number of shares 
Aggregate option 
price of shares 
purchased $ 
Aggregate miarket 
value of shares 
on date options 
were exercised $ 











Unexercised options 
held at (insert date): 
Number of shares 
Average option 
price pershare §$ 








Instructions. 1. The term “options” as used in this item 
includes all options, warrants or rights, other than those 
issued to security holders as such on a pro rata basis. Where 
the average option price per share is called for, the weighted 
average price per share shall be given. 


2. The extension, regranting or material amendment of op- 
tions shall be deemed the granting of options within the 
meaning of this item. 


3. (i) Where the total market value on the granting dates of 
the securities called for by all options granted during the 
period specified does not exceed $10,000 for any officer or 
director named in answer to Item 13(a)(1) or $40,000 for 
all officers and directors as a group, this item need not be 
answered with respect to options granted to such person or 
group. (ii) Where the total market value on the dates of 
purchase of all securities purchased through the exercise of 
options during the period specified does not exceed $10,000 
for any such person or $40,000 for such group, this item 
need not be answered with respect to options exercised by 
such person or group. (iii) Where the total market value as 
of the latest practicable date of the securities called for by 
all options held at such time does not exceed $10,000 for 
any such person or $40,000 for such group, this item need 
not be answered with respect to options held as of the spec- 
ified date by such person or group. 


4. If the options relate to more than one class of securities, 
the information shall be given separately for each such 
class. 


Item 15. Interest of Management and Others in Certain 
Transactions. 


(a) Describe briefly any transactions since the beginning of 
the last fiscal year or any presently proposed transactions, 
to which the registrant or any of its subsidiaries was or is to 
be a party, in which any of the following persons had or is 
to have a direct or indirect material interest, naming such 
person and stating his relationship to the registrant, the na- 
ture of his interest in the transaction and, where practicable, 
the amount of such interest: 


(1) Any director or officer of the registrant; 

(2) Any security holder named in answer to !tem 11(a); 
(3) Any relative or spouse of any of the foregoing persons, 
or any relative of such spouse, who has the same home as 
such person or who is a director or officer of any parent 
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or subsidiary of the registrant. 


Instructions. 1. This item applies to any person who held 
any of the positions or relationships specified at any time 
during the period specified. However, information need not 
be given for any portion of the period during which such per- 
son did not hold any such position or relationship. 


2. No information need be given in response to this item as 
to any remuneration or other transaction reported in response 
to Items 13 or 14, or as to any transaction with respect to 
which information may be omitted pursuant to Instruction 

2 to Item 13(b), the instruction to Item 13(c), or Instruc- 
tion 2 or 3 to paragraph (b) of this item. 


3. No information need be given in answer to this item as 
to any transaction where— 


(a) the rates or charges involved in the transaction are de- 
termined by competitive bids, or the transaction involves 
the rendering of services as a common or contract carrier, 

or public utility, at rates or charges fixed in conformity with 
law or governmental authority; 


(b) the transaction involves services as a bank depositary of 
funds, transfer agent, registrar, trustee under a trust inden- 
ture, or similar services; 


(c) the amount involved in the transaction or a series of 
similar transactions, including all periodic installments in 
the case of any lease or other agreement providing for per- 
iodic payments or installments, does not exceed $40,000; 
or 


(d) the interest of the specified person arises solely from 

the ownership of securities of the registrant and the speci- 
fied person receives no extra or special benefit not shared 
on a pro rata basis by all holders of securities of the class. 


4. It should be noted that this item calls for disclosure of 
indirect, as well as direct, material interests in transactions. 
A person who has a position or relationship with a firm, 
corporation, or other entity, which engages in a transaction 
with the registrant or its subsidiaries may have an indirect 
interest in such transaction by reason of such position or 
relationship. However, a person shall be deemed not to 
have a material indirect interest in a transaction within the 
meaning of this item where— 


(a) the interest arises only (i) from such person’s position 
as a director of another corporation or organization (other 
than a partnership) which is a party to the transaction, or 
(ii) from the direct or indirect ownership by such person 
and all other persons specified in subparagraphs (1) through 
(3) above, in the aggregate, of less than a 10 per cent 
equity interest in another person (other than a partnership) 
which is a party to the transaction, or (iii) from both such 
position and ownership; 


(b) the interest arises only from such person’s position as a 
limited partner in a partnership in which he and all other 
persons specified in (1) through (3) above had an interest 
of less than 10 per cent; or 


(c) the interest of such person arises solely from the hold- 
ing of an equity interest (including a limited partnership 
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interest, but excluding a general partnership interest) or a 
creditor interest in another person which is a party to the 
transaction with the issuer or any of its subsidiaries and the 
transaction is not material to such other person. 





5. The amount of the interest of any specified person shall 
be computed without regard to the amount of the profit or 
loss involved in the transaction. Where it is not practicable 
to state the approximate amount of the interest, the approxi- 
mate amount involved in the transaction shall be indicated. 


6. In describing any transaction involving the purchase or 
sale of assets by or to the registrant or any of its subsidiaries, 
otherwise than in the ordinary course of business, state the 
cost of the assets to the purchaser and, if acquired by the 
seller within two years prior to the transaction, the cost 
thereof to the seller. 


7. The foregoing instructions specify certain transactions 
and interests as to which information may. be omitted in 
answering this item. There may be situations where, al- 
though the foregoing instructions do not expressly author- 
ize non-disclosure, the interest of a specified person in the 
particular transaction or series of transactions is not a ma- 
terial interest. In that case, information regarding such in- 
terest and transaction is not required to be disclosed in 
response to this item. 


(b) State as to each of the following persons who was in- 
debted to the registrant or its subsidiaries at any time since 
the beginning of the last fiscal year of the registrant, (i) the 
largest aggregate amount of indebtedness outstanding at 
any time during such period, (ii) the nature of the indebted- 
ness and of the transaction in which it was incurred, (iii) the 
amount thereof outstanding as of the latest practicable date, 
and (iv) the rate of interest paid or charged thereon: 





(1) Each director or officer of the registrant; and 
(2) Each associate of any such director or officer. 


Instructions. 1. \Include the name of each person whose in- 
debtedness is described and the nature of the relationship 
by reason of which the information is required to be given. 


2. This paragraph does not apply to any person who aggre- 
gate indebtedness did not exceed $10,000 or one per cent 
of the registrant’s total assets, whichever is less, at any time 
during the period specified. Exclude in the determination 
of the amount of indebtedness all amounts due from the 
particular person for purchases subject to usual trade terms, 
for ordinary travel and expense advances and for other tran- 
sactions in the ordinary course of business. 


| 


3. Notwithstanding Instruction 2, if the registrant or any 
of its subsidiaries is engaged primarily in the business of 
making loans and loans to any of the specified persons in 
excess of $10,000 or one per cent of its total assets, which- 
ever is less, were outstanding at any time during the period | 
specified, such loans shall be disclosed. However, if the 
lender is a bank, such disclosure may consist of a statement, 
if such is the case, that the loans to such persons (i) were 
made in the ordinary course of business, (ii) were made on 
substantially the same terms, including interest rates and 
collateral, as those prevailing at the time for comparable 
transactions with other persons, and (iii) did not involve 
more than normal risk of collectibility or present other 
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unfavorable features. 


4. If to the knowledge of the registrant any indebtedness 
required to be described arose under Section 16(b) of the 
Act and has not been discharged by payment, state the 
amount of the profit realized, that such profit will inure to 
the bene7it of the registrant or its subsidiaries and whether 
suit will be brought or other steps taken to recover such 
profit. If in the opinion of counsel a question reasonably 
exists as to the recoverability of such profit, it will suffice 
to state all facts necessary to describe the transaction, in- 
cluding the prices and number of shares involved. 


(c) Describe briefly any transactions since the beginning of 
the registrant’s last fiscal year or any presently proposed 
transaction, to which any pension, retirement, savings or 
similar plan provided by the registrant or any of its parents 
or subsidiaries, was or is to be a party, in which any of the 
following persons had or is to have a direct or indirect ma- 
terial interest, naming such person and stating his relation- 
ship to the registrant, the nature of his interest in the trans- 
action and, where practicable, the amount of such interest: 


(1) Any director or officer of the registrant; 

(2) Any security holder named in answer to Item 11(a); 
(3) Any relative or spouse of any of the foregoing persons, 
or any relative of such spouse, who has the same home as 
such person or who is a director or officer of any parent or 
subsidiary of the registrant; or 

(4) The registrant or any of its subsidiaries. 


Instructions. 1. Instructions 2, 3, 4 and 5 to paragraph (a) 
of this item shall apply to paragraph (c) of this item. 


2. Without limiting the general meaning of the term “‘tran- 
saction” there shall be included in answer to this item any 
remuneration received or any loans received or outstanding 
during the period, or proposed to be received. 


3. No information need be given in answer to paragraph (c) 
with respect to— 


(a) payments to the plan, or payments to beneficiaries, 
pursuant to the terms of the plan; 


(b) payment of remuneration for services not in excess of 
5 per cent of the aggregate remuneration received by the 
specified person during the registrant's last fiscal year from 
the registrant and its subsidiaries; or 


(c) any interest of the registrant or any of its subsidiaries 
which arises solely from its general interest in the success 
of the plan. 


SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the 
Securities Exchange Act of 1934, the registrant has duly 
caused this report to be signed on its behalf by the under- 
signed, thereunto duly authorized. 





(Registrant) 
Date By 





Signature* 


*Print the name and title of the signing officer under his 
signature. 


INSTRUCTIONS AS TO FINANCIAL STATEMENTS 


These instructions specify the balance sheets and statements 
of income and source and application of funds required to 
be filed as a part of the annual report. Regulation S-X 
governs the examination and the form and content of such 
financial statements, including the basis of consolidation, 
and prescribes the statements of retained earnings and other 
stockholders’ equity and the schedules to be filed. Atten- 
tion is directed to Rules 12b-23 and 12b-36. (See Release 
34-9083.) 


If either the income or retained earnings statements required 
are included in their entirety in the summary of operations 
required by Item 2, the statements so included need not be 
otherwise included in the annual report. 


1. Statements of the Registrant. 


(a) There shall be filed for the registrant, in comparative 
columnar form, audited balance sheets as of the end of the 
last two fiscal years and audited statements of income and 
source and application of funds for such fiscal years. 


(b) Notwithstanding paragraph (a), the individual financial 
statements of the registrant may be omitted if (1) con- 
solidated financial statements of the registrant and one or 
more of its subsidiaries are being filed, (2) the conditions 
specified in either of the following paragraphs are met, and 
(3) the basis for the omission is stated in the list of financial 
statements filed under Item 10. 


(i) The registrant is primarily an operating company and 

all subsidiaries included in the consolidated financial state- 
ments being filed, in the aggregate, do not have minority 
equity interests and/or indebtedness to any person other 
than the registrant or its consolidated subsidiaries in amounts 
which together exceed 5 percent of the total assets as shown 
by the most recent year-end consolidated balanze sheet. In- 
debtedness incurred in the ordinary course of business 
which is not overdue and which matures within one year 
from the date of its creation, whether evidenced by securi- 
ties or not, and indebtedness of subsidiaries which is colla- 
teralized by the registrant by guarantee, pledge, assignment 
or otherwise are to be excluded for the purpose of this de- 
termination. 


(ii) The registrant’s total assets, exclusive of investments 

in and advances to its consolidated subsidiaries, as would 
be shown by its most recent year-end balance sheet if it 
were filed, constitute 75 percent or more of the total assets 
as shown by the most recent year-end consolidated balance 
sheet; and the registrant's total sales and revenues, exclusive 
of interest and dividends received from or its equity in the 
income of the consolidated subsidiaries, as would be shown 
by its income statement, for the most recent fiscal year if 
it were filed, constitute 75 percent or more of the total 
sales and revenues shown by the most recent annual con- 
solidated income statements. 


2. Consolidated Statements. 


There shall be filed for the registrant and its subsidiaries, in 
comparative columnar form, audited consolidated balance 

sheets as of the end of the last two fiscal years of the regis- 
trant and audited consolidated statements of income and 
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source and application of funds for such fiscal years. 


3. Financial Statements of Subsidiaries not Consolidated 
and 50 Percent or Less Owned Persons. 


(a) Subject to Rule 4-03 of Regulation S-X regarding group 
financial statements and Instructions 4 and 5 below, there 
shall be filed for each majority-owned subsidiary of the re- 
gistrant not consolidated and each 50 percent or less owned 
person for which the investment is accounted for by the 
equity method by the registrant or a consolidated subsidiary 
of the registrant the financial statements which would be re- 
quired if each such subsidiary or other person were a regis- 
trant. 


(b) If the fiscal year of any subsidiary not consolidated or 
50 percent or less owned person ends within 90 days before 
the date or filing the annual report, or after the date of fil- 
ing, the financial statements required by paragraph (a) may 
be filed as an amendment to the report within 90 days after 
the end of such subsidiary’s or other person’s fiscal year. 


4. Summarized Financial Information. 


Notwithstanding Instruction 3, summarized information as 
to assets, liabilities and results of operations may be pre- 
sented on an individual or group basis in notes to the finan- 
cial statements for all subsidiaries not consolidated and 50 
percent or less owned persons accounted for by the equity 
method, except such subsidiaries or 50 percent or less owned 
persons which are individually significant under the tests 
specified in Instruction 5. 


5. Omission of Financial Statements Required by Instruc- 
tion 3. 


Notwithstanding Instructions 3 and 4, there may be omitted 
all financial statements of any one or more unconsolidated 
subsidiaries or 50 percent or less owned persons accounted 
for by the equity method, if in the aggregate (a) neither the 
registrant’s and its other subsidiaries’ investments in and 
advances to, nor their proportionate share of the total assets 
(after intercompany eliminations) of, such subsidiaries and 
other persons do not exceed 10 percent of the total assets 
as shown by the most recent consolidated balance sheet; (b) 
the total sales and revenues (after intercompany eliminations) 
of such subsidiaries or other persons, reduced to the per- 
centages of equity interests held by the registrant and its 
subsidiaries in such subsidiaries and other persons, do not 
exceed 10 percent of the total sales and revenues as shown 
by the most recent annual consolidated income statement; 
and (c) the registrant’s and its other subsidiaries’ equity in 
the income before income taxes and extraordinary items of 
the subsidiaries and other persons does not exceed 10 per- 
cent of such income of the registrant and consolidated sub- 
sidiaries for the most recent fiscal year; provided that, if 
such income of the registrant and its consolidated subsidiar- 
ies for the last fiscal year is at least 10 percent lower than 
the average of such income for the last five fiscal years, such 
average income may be substituted in the determination. 


6. Financial Statements of Affiliates whose Securities are 
Pledged as Collateral. 


(a) For each affiliate of the registrant whose securities con- 
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stitute a substantial portion of the collateral securing any 
class of registered securities, there shall be filed the finan- 
cial statements that would be required if the affiliate were 
a registrant. However, statements need not be filed pursu- 
ant to this instruction for any person whose statements are 
otherwise filed with the report on an individual, consoli- 
dated or ccmbined basis. 








(b) For the purposes of this instruction, securities of a per- 
son shall be deemed to constitute a substantial portion of 
the collateral if the aggregate principal amount, par value, 
or book value as shown by the books of the registrant, or 
market value, whichever is the greatest, of such securities 
equals 20 per cent or more of the principal amount of the 
calss secured thereby. 


7. Statements of Banks and Life Insurance Companies. 


Notwithstanding the requirements of the foregoing instruc- 
tions, financial statements filed for banks for periods end- 
ing on or before November 30, 1971 and for life insurance 
companies for periods ending on or before November 30, 
1974 need not be audited. 





8. Registrants Not in the Production Stage. 


(a) Notwithstanding the foregoing instructions, if the regis- 
trant falls within the terms of paragraph (b) or (c) of Rule 
5A-01 of Regulation S-X, the following statements, all of 
which shall be audited except as provided in (b) below, 
shall be filed for the registrant and each of its significant 
subsidiaries, if any: 


(i) The statements specified in Rules 54-02, 5A-03, 5A-04, 
5A-05 and 5A-07 shall be filed in comparative columnar 
form, as of the end of the last two fiscal years; and 





(ii) The statements of cash receipts and disbursements 
specified in Rule 5A-06 shall be filed, in comparative colum- 
nar form, for such fiscal years. 


(b) The financial statements prescribed in (a) above need 
not be audited if all of the following conditions are met by 
the registrant and each of its significant subsidiaries, if any: 


(i) Gross receipts from all sources for the fiscal year are not 
in excess of $5,000; 


(ii) The registrant has not purchased or sold any of its own 
stock, granted options therefor, or levied assessments upon 
outstanding stock; 


(iii) Expenditures for all purposes for the fiscal year are 
not in excess of $5,000; 


(iv) No material change in the business has occurred during 
the fiscal year, including any bankruptcy, reorganization, 
readjustment or succession or any material acquisition or 
disposition of plants, mines, mining equipment, mine rights 
or leases; 





(v) No exchange upon which the shares are listed, or gov- 
ernmental authority having jurisdiction, requires the furnish- 
ing to it, or the publication of, audited financial statements. 
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9. Filing of Other Financial Statements in Certain Cases. 


The Commission may, upon the informal written request of 
the registrant and where consistent with the protection of 
investors, permit the omission of one or more of the finan- 
cial statements herein required or the filing in substitution 
therefor of appropriate statements of comparable character. 
The Commission may also by informal written notice require 
the filing of other financial statements in addition to, or in 
substitution for, the statements herein required in any case 
where such statements are necessary or appropriate for an 
adequate presentation of the financial condition of any per- 
son whose financial statements are required, or whose state- 
ments are otherwise necessary for the protection of inves- 
tors. 


INSTRUCTIONS AS TO EXHIBITS 


Subject to Rule 12b-32 regarding the incorporation of ex- 
hibits by reference, the following exhibits shall be filed as a 
part of the report: 


A. Copies of all amendments or modifications, not previous- 
ly filed, to all exhibits previously filed (or copies of such ex- 
hibits as amended or modified). 


B. Copies of all contracts and other documents of a charac- 
ter required to be filed as an exhibit to an original registra- 
tion statement on Form 10 which were executed or in effect 
during the fiscal year and not previously filed. 


C. Copies of the exhibits called for by Instructions 3, 4(d) 
and 5 to Item 2. 


SUPPLEMENTAL INFORMATION TO BE FURNISHED 
WITH REPORTS FILED PURSUANT TO SECTION 15(d) 
OF THE ACT BY ISSUERS WHICH HAVE NOT REGIS- 
TERED SECURITIES PURSUANT TO SECTION 12 OF 
THE ACT 


(a) Every registrant which files an annual report on this 
form pursuant to Section 15(d) of the Act shall furnish to 
the Commission for its information, at the time of filing its 
report on this form, four copies of the following: 


(1) Any annual report to stockholders covering the regis- 
trant’s last fiscal year; and 


(2) Every proxy statement, form of proxy or other proxy 
soliciting material sent to more than ten of the registrant's 
stockholders with respect to any annual or other meeting 
of stockholders. 


(b) The foregoing material shall not be deemed to be 
“filed” with the Commission or otherwise subject to the 
liabilities of Section 18 of the Act, except to the extent that 
the registrant specifically incorporates it in its annual report 
on this form by reference. 


(c) If no such annual report or proxy material has been sent 
to stockholders, a statement to that effect shall be included 
in the answer to Item 9. If such report or proxy material is 
to be furnished to stockholders subsequent to the filing of 
the annual report on this form, the registrant shall so state 
in answer to Item 9 and shall furnish copies of such mater- 
ial to the Commission when it is sent to stockholders. 





EXHIBIT | 

EDP ATTACHMENT FOR FORM 10-K AND FORM 10-0 
SALES OF UNREGISTERED SECURITIES 

Preparation and Filing of EDP Attachment 


A. The following EDP attachment shall be completed for 
all transactions described below (information on any pre- 
vious filing is not to be incorporated by a specific refer- 
ence). Previous 8-K, 10-K, or S-1 filings are not to be sub- 
mitted in lieu of the attachment. 


B. Complete the attachment for sales during the fiscal 
quarter of unregistered equity securities and all debt securi- 
ties in amounts over $100,000 and with terms of maturity 
exceeding one year (both conditions must be met) which 
were not registered under the Securities Act of 1933. 


C. These EDP attachments are to be used as blank forms 

to be filled in by the registrant. Exact copies may be dupli- 
cated by the registrant for this purpose, or copies will be 
furnished by the Commission upon request; copies duplica- 
ted shall be on good quality unglazed, white paper 8% x 11 
inches in size. EDP attachments are to be filed quarterly 
with each 10-Q, additional attachments filed with each 10-K 
shall include only fiscal fourth quarter sales. The attachment 
is to be completed by those companies filing both annual 

as well as quarterly reports with the Commission. If no un- 
registered sales occurred in the responding quarter, an 
attachment need not be submitted; otherwise, fill in the re- 
quired data in the spaces provided, completing a separate 
attachment for each class of securities sold during the re- 
porting quarter. The form is designed to facilitate machine 
processing of data and all line items are to be completed, if 
applicable. 


Unregistered Equity Securities 


D. The attachment shall be completed for each sale of 

each class of equity security in aggregate amounts exceed- 
ing $100,000, including such sales of securities pursuant 

the exercise of warrants, stock options exercised, and con- 
versions of senior debt or equity securities. The term equity 
security, as used here, includes capital stock, voting and non- 
voting common stock, preferred stock, convertible prefer- 
red stock, warrants or options, investor equity units, guaran- 
teed shares, ownership certificates, certificates of participa- 
tion, shares of beneficial interest and any other type of 
equity security including voting trust certificates and certifi- 
cates of deposit. 


E. Unregistered securities sold to employees pursuant to 
employee stock purchase plans are to be reported (certain 
employee purchase plans, when registered under the Secur- 
ities Act of 1933, would be filed under Form S-8). Employee 
purchase plans include employee thrift and saving plan cer- 
tificates, securities called for by employee stock option 

plans and other continuous sales to employees offered over 
an extended period of time—maybe through payroll deduc- 
tions. 


Unregistered Debt Securities 
F. The attachment shall be filled in for all long-term debt 
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transactions (maturity exceeding one year), except those 
where the lending institutions are comprised solely of com- 
mercial banks. If the sale of the security is evidenced by 
promissory note or other form of indebtedness, including 
commercial-type loans of duration of more than one year, 
which is wholly or in part outside the banking field, the 
attachment shall be completed. The term ‘‘debt security”, 
as used here, includes debentures, notes, mortgage bonds 
and notes of whatever kind (senior non-convertible deben- 
tures, subordinated non-convertible debentures and notes), 
equipment trust certificates or loans, collateral trust bonds 
or notes, notes or sales secured by leases, serial notes, se- 
cured production payments, guaranteed loans, conditional- 
sales agreements, and so forth—in short every obligation 
which would be carried by the registrant, as a long-term lia- 
bility, excluding mortgages on business property and bank 
term loans, except to the extent that banks may have taken 
the first few years of a longer loan, or otherwise participated 
in a loan with one or more institutional or private investors. 


G. The attachment is not to be filled in for notes, drafts, 
bills of exchange, bankers acceptances or commercial paper 
which mature not later than one year from the date of issu- 
ance. 


Instructions 


H. For sales involving two or more primary types of securi- 
ties from the same issuer, e.g., debentures and common 
stock sold in units, complete an attachment for each secur- 
ity (it may be necessary in this connection to pro-rate cer- 
tain items). Unregistered sales of equity or debt securities 
with warrants or options attached are not to be considered 
as a unit offering, and only one exhibit shall be completed 
indicating warrants or options, if applicable, under Item 19. 


1. For those sales of unregistered securities involving more 
than one takedown (sale) of the same class of security over 
a period of time not covered during the reporting quarter, 
the following filing procedure shall be used. Include answers 
to all applicable line items with the attachment covering 

the first sale (takedown) consummated. (Subsequent attach- 
ments filed covering future sales or takedowns need only 
include responses to the following items: 


A. Line item 1. Name of Company 

B. Line item 2. Description of Security 

C. Line item 12. Plus item 13, 14, or 15, whichever appli- 
cable. 


J. Line item 2, Description of Security, shal! include type 
of security coupon, maturity or par value, if applicable, 
e.g., 8-3/4% Series A 1st Mortgage Bonds, due 1980. This 
provides the necessary alignment with previous sales of the 
same security. 


K. In those sales pursuant to options, warrants, or conver- 
sions of senior debt or equity issues, a report of the initial 
exercise price, initial conversion price or average market 
price shall be included in Items 9b, 10a and 10b. 


L. In Item 3, the number of shares of, e.g., common stock 
or preferred stock are entered as units of securities sold. In 
Item 5, the median bid or average price of a unit of the issue 
when listed over-the-counter shall be filled in, referencing 
the approximate day of the respective sale. 
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M. In Item 6, the percent of principal bond amount that 
is sold shall be filled in. In Item 7, when serially-maturing 
issues, such as serial bonds and serial equipment trusts are 
sold, fill in final year of maturity only. 





N. Item 11. The amount of securities contracted for, refers 
to the total figure for which the issue was negotiated where- 
as takedowns reflect actual amounts sold, i.e., for some 
issues the amount filled in for Item 11 is greater than Items 
13, 14, and 15. Item 12a refers to the amount of one class 
of security sold (both equity and debt) for cash in the re- 
porting fiscal quarter. Items 13 through 15 refer to the 
actual takedown and month in which the sale took place. 





O. Line Items 16 and 17 are securities sold for non-cash 
purposes. Line 16 is for securities, including voting trust 
certificates and certificates of deposit, sold to owners of 
securities of the registrant (issuer’s own security holders) 
for a different class of security of the issuer. Line 17 are 
securities sold to holders of securities of another company 
wherein they give up their securities in exchange for securi- 
ties of the issuer. In addition, Item 17 shall be used for any 
other non-cash consideration such as assets or acquisitions. 


P. The dollar value covering Items 16 and 17 is the market 
price of the new security on the date of sale. If there is no 
market for the new security, the market price of the secur- 
ity to be exchanged (computed to reflect any cash payment 
or dividends in connection with the exchange) shall be 
filled in. If neither of the prices mentioned is available, the 
price used shall be (preferably) an estimated fair market 
price. 








} 
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Q. Items 22 and 23 may be estimated, if necessary. Item 
23L should equal 23A through 23K. For purposes of this 
questionnaire, short-term bank loans obtained to repay 
outstanding long-term bank loans are classified as long-term 
bank loans. Short and long-term bank debt refer back to the 
date on which the debt was originally incurred. 





INFORMATION CONCERNING SECURITIES NOT 
REGISTERED UNDER THE SECURITIES ACT OF 1933 


EDP ATTACHMENT FOR EACH CLASS OF SECURI- 
TIES SOLD 


Section A. To Be Completed by Registrant 


i 
Name of Company 


2: 
Description of Security Sold 








FOR EQUITY SECURITIES SOLD (Including Convertible 
Issues) 


3. Number of shares or units sold 
4. Sale or offering price per share or unit 
(to three places, e.g., 15.875) 
5. Average market price on date of sale 
(if applicable) (to three places, e.g., 
25.250) $. 
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FOR DEBT SECURITIES SOLD (Including Convertible 


Issues) 


6. Price of debt securities sold 

(to three places, e.g., at par 100.000) 
7. Final maturity date 

(give year only, e.g., 1995) 
8. Interest rate or Coupon 

(to three places, e.g., 08.725) 


Year 


Percent 


FOR SECURITIES SOLD PURSUANT EXERCISE OF 


WARRANTS OR OPTIONS 


9. a. Is this a sale of a security pursuant the 


exercise of warrants or stock options? 
(yes = 1; no = 2; insert 1 or 2 in the space 
provided) 


b. Initial exercise price 
(to three places, e.g., 18.875) 


FOR CONVERTIBLE SECURITIES SOLD (Both Preferred 


and Debentures with Conversion Features) 


10. a. Initial conversion price 
(to three places, e.g., 16.250) 


b. Average market price of the underlying 
security on the issue date of this sale 
(to three places, e.g., 15.125, if applicable) 


c. Date issue may first be converted 
(give month and year, e.g., 06/82 


AMOUNTS SOLD FOR CASH 
Item 12a = Items 13+14+15 


11. Total amount of securities contracted 
for — Thous. 

12. a. Amount of securities sold for 

cash — Thous. 

b. During fiscal quarter ending 

(give dollar amount in $(000) and month 
and year of, e.g., 06/72) 

13. Amount sold for cash / 

first month of quarter — Thous. 

14. Amount sold for cash / 

second month of quarter — Thous. 

15. Amount sold for cash / 

third month of quarter — Thous. 


Mo/Yr 


$ 


AMOUNTS SOLD FOR OTHER THAN CASH1/ 


16. Total amount of registrant's 

securities exchanged for outstanding 
security issue (during reporting 

quarter) — Thous. 

17. Total amount of securities exchanged 
for securities other than registrant's or 
any other consideration (during reporting 
quarter) — Thous. 


$ 


1/ Describe the outstanding security or consideration for 


which the exchange was made. 





EXPENSES INCURRED BY ISSUER 


18. Cash compensation paid to investment 
bankers, agents, or finders (if any, give 
estimate to nearest dollar) $ 
19. Was any-additional compensation 
other than cash, such as warrants, options, 
securities or contracts or anything else of 
value given to, or for the benefit of, an 
investment banker, agent or finder in con- 
nection with this issue? 

(yes = 1; no = 2; insert 1 or 2 in the space 
provided) 


TYPE OF SECURITIES SOLD 


20. Is this a new issue of securities (code 

= 1, in space provided) or a sale of reac- 
quired securities (code = 2, in space pro- 
vided)? 

21. Is this a sale of securities pursuant the 
conversion of a senior equity issue (code = 1, 
in space provided) or a conversion of a 
senior debt security (code = 2, in space 
provided)? 


CASH PROCEEDS OF ISSUE USED FOR REFINANCING 
PURPOSES 


Estimate cash amounts of issue used for the following pur- 
poses: 


22. a. Reduction of short-term bank loans 
(under one year) — Thous. 

b. Payment of outstanding commercial 
paper — Thous. 

c. Reduction of long-term bank loans 
(one year and over) — Thous. 

d. Payment of other debt — Thous. 

e. None of the above — Thous. 


PAH FH fF 


CLASS OF PERSONS TO WHOM SECURITY SOLD 


Please indicate the amount contracted for by the following 
groups: 


23. a. Existing security holders —Thous. 
b. Employees — Thous. 

c. Security holders of acquired 

business — Thous. 

d. Life insurance companies — Thous. 

e. Private noninsured pension plans — Thous. 
f. State and local government pension 
plans — Thous. 

g. Property and liability insurance 
companies — Thous. 

h. Banks, for their own account — Thous. 
i. Nonprofit institutions — Thous. 

j. Other corporations — Thous. 

k. Others — Thous. 

1. Total — Thous. 

m. Amount taken by foreign institutions, 
included above — Thous. 
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Section B. To be completed by SEC staff. 
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24. Standard Industrial Classification 
25. Type of Security Code 
26. Control Number Identification 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10855/June 13, 1974 


The Securities and Exchange Commission announced pursu- 
ant to Sections 15(c)(5) and 19(a)(4) of the Securities Ex- 
change Act of 1934 the temporary suspension of exchange 
and over-the-counter trading in all securities of First Wis- 
consin Mortgage Trust (‘First Wisconsin’’), a Massachusetts 
real estate investment trust located in Milwaukee, Wiscon- 
sin, for one ten-day period commencing at 11:15 a.m. 
(EDT) June 13, 1974 and terminating at midnight (EDT) 
June 22, 1974. 


The New York Stock Exchange previously halted trading in 
the securities of First Wisconsin on April 18, 1974. First 
Wisconsin’s shares of beneficial interest are listed on the New 
York Stock Exchange. 


The suspension was initiated because of the unavailability of 
adequate and accurate information concerning the company, 
its operations and financial condition. First Wisconsin is cur- 
rently delinquent in its filings with the Commission required 
pursuant to Section 13(a) of the Exchange Act, and rules 
thereunder, in that the trust has failed to file its annual re- 
port on Form 10-K for the year ended December 31, 1973 
and its quarterly report on Form 7-Q for the period ending 
March 31, 1974. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied with 

all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediate- 
ly contact the staff of the Securities and Exchange Commis- 
sion, Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations relating 


to the securities in question until such time as he has familiar- 


ized himself with said rule and is certain that all of its provi- 
sions have been met. If any broker or dealer enters any quo- 
tation which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10856/June 14, 1974 


The Securities and Exchange Commission has ordered ad- 
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ministrative proceedings under the Securities Exchange Act 
of 1934 involving Lawrence George Brown, a Carson City, 
Nevada, broker-dealer, and under the Investment Advisers 
Act of 1940 involving Lawrence George Brown d/b/a Ad- 
vanced Investor Services. 











The proceedings are based on allegations of the Commission 
staff that Respondents violated the net capital, anti-fraud, 

bookkeeping, reporting hypothecation, and inspection pro- 
visions of the Federal securities laws. | 





A hearing will be scheduled to take evidence on the staff 
charges and afford Respondents an opportunity to offer 
any defenses. The purpose of the hearing is to determine 
whether the allegations are ture, and, if so, whether any 
action of a remedial nature is necessary or appropriate in 
the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10856/June 14, 1974 


See Securities Act Release No. 5504/June 14, 1974. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10858/June 14, 1974 


The Securities and Exchange Commission announced pursu- 
ant to Section 15(c)5 of the Securities Exchange Act of 
1934 (Exchange Act), the temporary suspension of over-the- 
counter trading in the common stock of Sportsworld Proper- 
ties, Inc. (SPI), formerly Sportsworld Communications 
Corp., Cleveland, Texas, for the ten-day period commencing 
at 10:00 A.M. (EDT), June 14, 1974, and terminating at 
Midnight (EDT), June 23, 1974. 





The suspension was initiated because of the unavailability 
of current financial information and the company’s failure 
to file a Form 10-K for the fiscal year ending October 31, 
1973. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any infermation subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rules 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said rule. 
If any broker or dealer has any questions as to whether or 
not he has complied with said rule, he should not enter any 
quotation but immediately contact the Securities and Ex- 
change Commission, Division of Enforcement, in Washing- 
ton, D.C. If any broker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until such 
time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any brok- 
er or dealer enters any quotation which is in violation of 
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said rule, the Commission will consider the need for prompt 
enforcement action. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18446/June 7, 1974 


In the Matter of 


THE NARRAGANSETT ELECTRIC COMPANY 
280 Melrose Street 

Providence, Rhode Island 02901 

(70-5511) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING. 


NOTICE IS HEREBY GIVEN that The Narragansett Elec- 
tric Company (“Narragansett”), an electric utility subsidi- 
ary company of New England Electric System (“NEES”), 

a registered holding company, has filed an application-de- 
claration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (““Act’’), designating 
Sections 6(b), 9(a), 10, and 12 of the Act and Rules 42 and 
50 promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the ap- 
plication-declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


Narragansett proposes to issue and sell $25,000,000 aggre- 
gate principal amount of its First Mortgage Bonds, Series 

K, %, to mature not more than 30 years from August 
1, 1974. Such bonds will be sold pursuant to the competi- 
tive bidding requirements of Rule 50 and the interest rate 
(which shall be a multiple of 1/8 of 1%) and the price exclu- 
sive of accrued interest (which shall be not less than 100% 
nor more than 102.75% of the principal amount) will be 
determined by the competitive bidding. The bonds will be 
issued under the First Mortgage and Indenture and Deed of 
Trust dated as of September 1, 1944, between Narragansett 
and Rhode Island Hospital Trust National Bank, Trustee, as 
heretofore supplemented and amended and as to be further 
supplemented by a tenth Supplemental Indenture to be 
dated as of August 1, 1974. Narragansett shall notify pro- 
spective bidders no later than the second full business day 
prior to the time designated for the submission of bids of 
(i) the maturity date of the bonds and (ii) whether or not 
the bonds shall be redeemable during the first five years of 
their term in connection with a refunding of the bonds at a 
lesser effective interest cost to Narragansett. 


The proceeds from the sale of the bonds will be applied first 
to the payment of $21,925,000, Series A Bonds maturing 
September 1, 1974, and second to the payment of outstand- 
ing short term notes payable which were issued to pay for 
capitalizable expenditures or to reimburse the treasury 
therefor. 


It is stated that the terms and conditions for bids for the 





Series K Bonds provide that Narragansett may postpone 
the bidding or reject all bids. In addition, the terms of pur- 
chase of the Series K Bonds entitle the purchasers to termin- 
ate their commitments to purchase on grounds of materially 
changed market conditions. If for these reasons or for any 
other reasons Narragansett does not sell the Series K Bonds 
prior to the maturity of the Series A Bonds, Narragansett 
states it must have funds available on short notice to pay 

the Series A Bonds at their maturity. Accordingly, Narra- 
gansett expects to make arrangements to provide the re- 
quired funds to redeem the Series A Bonds from short-term 
borrowings or from NEES. Such borrowing would require 
authorization by this Commission and by the holders of Nar- 
ragansett preferred stock. If such authorization is sought, it 
will be the subject of a separate filing with this Commission. 


The application-declaration states that the Department of 
Business Regulation of Rhode Island has jurisidiction over 
the issue and sale of the bonds, and that no other State 
commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transactions. 
The fees and expenses to be paid by Narragansett are esti- 
mated at $90,000, including service fees, at cost, of New 
England Power Service Company, a wholly-owned subsidi- 
ary company of NEES, of $30,000. The fees of counsel for 
the underwriters are to be paid by the successful bidders 
and will be supplied by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 10, 1974, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said application-declaration which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy ot 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicatn declar- 
ant at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as filed or as it may be 
amended, may be granted and permitted to become effec- 
tive as provided in Rule 23 of the General Rules and Regu- 
lations promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


MISSISSIPPI POWER COMPANY 
Gulfport, Mississippi 
(70-5489) 


ORDER RELEASING JURISDICTION 


By Order dated May 13, 1974 in this proceeding (Holding 
Company Act Release No. 18414), Mississippi Power Com- 
pany (‘Mississippi’), a subsidiary utility company of The 
Southern Company, a registered holding company, was 
authorized to enter into an agreement of sale (‘“Agreement’’) 
with Harrison County, Mississippi (“County”), regarding 
certain pollution control facilities (““Project’’) at Mississippi's 
electric generating station located in Harrison County, Miss- 
issippi, known as Plant Jack Watson. Mississippi proposes 

to cover its cost of constructing and installing the Project 
from the proceeds of the sale by the County of up to 
$18,000,000 principal amount of its pollution bonds (‘‘Pol- 
lution Bonds”). 


In said Order of May 13, 1974, jurisdiction was reserved 
with respect to “‘(i) the semi-annual installment payment 
obligations to be undertaken by Mississippi pursuant to the 
proposed Agreement with the County, and (ii) the interest 
rate to be borne by Mississippi's Collateral Bonds, insofar 
as the foregoing matters are affected by the effective inter- 
est rate or rates of the Pollution Bonds to be sold by the 
County in connection with the transactions proposed in 
this proceeding.” 


Mississippi has filed an amendment in this proceeding in- 
forming the Commission that the County has completed 
arrangements with a group of underwriters for the sale of 
its Pollution Bonds in the aggregate principal amount of 
$17,500,000 and that said Pollution Bonds will bear an in- 
terest rate resulting in an effective cost of money to the 
County of 7.28% per annum. 


Upon the basis of the facts in the record, amended as above 
indicated, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that the jurisdiction heretofore reserved be released: 


IT IS ORDERED that the jurisdiction heretofore reserved be, 
and the same hereby is, released. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 18448/June 7, 1974 


In the Matter of 

APPALACHIAN POWER COMPANY 
Roanoke, Virginia 24009 

(70-5351) 
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SUPPLEMENTAL ORDER REGARDING ISSUE AND 
SALE OF NOTES TO BANKS 







Appalachian Power Company (“Appalachian”), an electric 
utility subsidiary company of American Electric Power 
Company, Inc., a registered holding company, has filed with 
this Commission a second post-effective amendment to the 
application previously filed in this matter pursuant to Sec- 
tion 6(b) of the Public Utility Holding Company Act of 
1935 (“Act”) and Rule 50(a)(5) promulgated thereunder, 
regarding the following proposed transaction. | 






By orders dated June 29, 1973 and March 29, 1974 (Hold- 
ing Company Act Release Nos. 18015 and 18348), this 
Commission, among other things, authorized the issue and 
sale of short-term notes by Appalachian to 83 banks in an 
aggregate amount up to $30,673,000 outstanding at any 
one time. At the time of said orders, the maximum amount 
of short-term indebtedness which Appalachian could incur 
at any one time could not exceed $100,000,000. 


It is now proposed that Appalachian issue and sell such 
short-term notes to 85 banks in an aggregate amount of 
$55,673,000. Each note payable to a bank to be issued by 
Appalachian will be dated as of the date of the borrowing 
which it evidences and will mature not more than 270 days 
after the date of issuance or renewal thereof. The notes will 
be issued from time to time prior to December 31, 1974, as 
funds are required, provided that none of the notes will ma- 
ture later than June 30, 1975. 


Each such note will bear interest no greater than the prime 
rate of commercial banks at the time of issuance or in effect 
from time to time and will be prepayable at any time with- 
out premium or penalty. It is stated that Appalachian will 
not pay any fees or charges to any of the banks in connec- 
tion with the issuance and sale of such notes. Sufficient 
bank balances to meet operating and financial needs are 
kept at such banks to satisfy any compensating balance re- 
quirements in connection with the borrowings. If the aver- 
age of such bank balances were maintained solely in order 
to fulfill the prevailing compensating balance requirements 
of such banks, generally between 15 and 25%, the effective 
interest cost to Appalachian of the issuance and sale of 
such notes to banks, assuming a 11.5% prime interest rate, 
would range between 13.53% and 14.38%. 





¢ 


The proceeds from the issue and sale of the notes will be 
used by Appalachian to reimburse its treasury for past ex- 
penditures made in connection with its construction pro- 
gram and to pay part of the cost of its future construction 
program. Such construction expenditures for the year 1974 

is estimated to total $105,000,000. The application states 
that, unless:otherwise authorized by the Commission, all 

of the short-term debt of Appalachian will be retired by 

June 30, 1975, from internal cash resources, debt or equity | 
financing, or cash capital contributions. 


Appalachian also now proposes to issue and sell such short- 
term notes in an aggregate amount of $15,000,000 to Irving 
Trust Company, and $10,000,000 to Morgan Guaranty 
Trust Company. Appalachian will not be required to main- 
tain additional compensating bank balances at Irving Trust 
Company or Morgan Guaranty Trust Company in connec- 
tion with the availability of the above loan, but it would 
be required to maintain compensating balances of 10% on 
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the actual borrowings. Appalachian believes that the total 
compensating balance requirements in connection with ac- 
tual loans from Irving Trust Company and Morgan Guaranty 
Trust Company will aggregate approximately 15%: under 
these conditions, the effective cost to Appalachian of the 
issuance and sale of notes to Irving Trust Company and Mor- 
gan Guaranty Trust Company would be approximately 2% 
above the current prime commercial rate of 11-3/4%, or 
13-3/4%. No change is requested in the total amount of 
short-term borrowings that the Commission has authorized 
Appalachian to incur. 


The Virginia State Corporation Commission has authorized 
the transaction proposed by Appalachian. No other state 


commission and no federal commission, other than this Com- 


mission, has jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is in the public interest and in the interest 
of investors and consumers that said application, as now 
amended, be granted: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as now 
amended, be, and it hereby is, granted forthwith, subject to 
the terms and conditions prescribed in Rule 24 promulgated 
under the Act. 

For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18449/June 7, 1974 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 
(70-5338) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF NOTES TO BANKS AND TO COMMERCIAL 
PAPER DEALERS 


American Electric Power Company, Inc. (‘AEP’), a regis- 
tered holding company, has filed with this Commission a 
second post-effective amendment to its application-declara- 
tion in this proceeding pursuant to Sections 6(b) and 12(b) 
of the Public Utility Holding Company Act of 1935 (““Act’’) 
and Rules 45 and 50(a)(5) promulgated thereunder regard- 
ing the following proposed transactions. 


By order dated June 29, 1973 (Holding Company Act Re- 
lease No. 18013) the Commission, among other things, 
granted AEP’s application-declaration requesting that AEP 
be authorized to issue and sell, from time to time prior to 
December 31, 1974, short-term notes (including commer- 
cial paper) in an aggregate face amount of not more than 
$150,000,000 to be outstanding at any one time. None of 
such notes shall mature later than June 30, 1975. The 
amount of bank notes and commercial paper to be outstand- 


ing includes any such previously authorized notes which 
may be outstanding (File No. 70-5029). 


The notes to be sold to banks will bear interest not greater 
than the prime commercial rate then in effect, will mature 
not more than 270 days from the date of issue or reissue 
thereof, and will be prepayable at any time without pre- 
mium or penalty. 


AEP now proposes to issue and sell such short-term notes 

in an aggregate amount of $25,000,000 to Manufacturers 
Hanover Trust Company, $10,000,000 to Irving Trust 
Company, and $10,000,000 to Morgan Guaranty Trust 
Company. AEP will be required to maintain compensating 
bank balances of 5% of the amount of the bank line made 
available by Manufacturers Hanover Trust Company and 
additional compensating balances of 10% on the amount of 
any borrowings. If the full amount were borrowed from 
Manufacturers Hanover Trust Company, the effective inter- 
est cost to AEP of the issuance and sale of such notes to 
Manufacturers Hanover Trust Company would be approxi- 
mately 2% above the current prime commercial rate of 
11-3/4%, or 13-3/4%. AEP will not be required to maintain 
additional compensating bank balances at Irving Trust Com- 
pany or Morgan Guaranty Trust Company in connection 
with the availability of the above loan, but it would be re- 
quired to maintain compensating balances of 10% on the 
actual borrowings. AEP believes that the total compensating 
balance requirements in connection with actual loans from 
Irving Trust Company and Morgan Guaranty Trust Company 
will aggregate approximately 15%: under these conditions, 
the effective cost to AEP of the issuance and sale of notes 
to Irving Trust Company and Morgan Guaranty Trust Com- 
pany would be approximately 2% above the current prime 
commercial rate of 11-3/4%, or 13-3/4%. No change is be- 
ing requested in the total amount of short-term borrowings 
that the Commission has authorized AEP to incur. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is in the public interest and in the interest 
of investors and consumers that said application-declara- 
tion, as now amended, be granted and permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as now amended, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under the 
Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SEC DOCKET/445 









PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18450/June 10, 1974 


In the Matter of 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 
(70-5504) 


ORDER AUTHORIZING TRANSACTIONS RELATED TO 
FINANCING OF POLLUTION CONTROL FACILITIES 


Mississippi Power & Light Company (‘Mississippi’), an elec- 
tric utility subsidiary company of Middle South Utilities, Inc., 
a registered holding company, has filed an application and 
amendments thereto with this Commission pursuant to Sec- 
tions 9(a) and 10 of the Public Utility Holding Company 
Act of 1935 (“Act”) regarding the following proposed trans- 
actions. 


Mississippi is in the process of constructing a steam electric 
generating plant at Greenville, Washington County, Mississip- 
pi, known as the Gerald Andrus Steam Electric Station 
(“Andrus”). The company is also converting a steam electric 
generating facility known as the Baxter Wilson Steam Elec- 
tric Station (“Wilson”), located in Warren County, Missis- 
sippi, so that the facility will be able to burn a mixture of 
various grades of fuel oil. In order to comply with prescribed 
environmental control standards of the State of Mississippi 
with respect to air and water quality, it has been and will be 
necessary for Mississippi to construct as part of these stations, 
certain pollution control facilities. 


It is intended that Washington County, Mississippi, will issue 
its pollution control revenue bonds for the purpose of paying 
the costs of the construction and equipping of certain pollu- 
tion control facilities at the Gerald Andrus Steam Electric 
Station (“First Andrus Project”). The company proposes 
to enter into an installment sale agreement (“First Andrus 
Agreement’) with Washington County which will provide 
for the construction and equipping of the First Andrus Pro- 
ject by or on behalf of Washington County and the issuance 
by Washington County of its Pollution Control Revenue 
Bonds, Series A-1, in principal amount, presently estimated 
not to exceed $8,400,000, sufficient to cover the cost of 
construction, as defined (which includes an allowance for 
funds used during construction). The Series A-1 Bonds will 
mature in 30 years and will be entitled to the benefit of a 
sinking fund which, in the aggregate, will retire at least 25% 
of the original issue by its final maturity date. The proceeds 
of the sale of the Series A-1 Bonds will be deposited by 
Washington County with the trustee (“Washington County 
Trustee”) under an indenture to be entered into between 
Washington County and such Trustee, pursuant to which 
the Series A-1 Bonds are to be issued and secured. The pro- 
ceeds resulting from the issuance of the Series A-1 Bonds 
will be applied to payment of the cost of construction of 
the First Andrus Project. 


The First Andrus Agreement also will provide for the sale 
of the First Andrus Project to the company, the payment 
by the company of the purchase price of the First Andrus 
Project in semi-annual installments over a term of years, 

and the assignment and pledge to the Washington County 
Trustee of Washington County’s interest in, and of the 
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moneys receivable by Washington County under, the First 
Andrus Agreement. The purchase price of the First Andrus 
Project payable by the company will be such amount, in- 
cluding interest thereon, as shall be sufficient (together with 
other moneys held by the Washington County Trustee un- 
der the:Series A-1 Indenture for that purpose) to pay the 
principal of and interest on the Series A-1 Bonds as the same 
become due and payable. The company will also pay the 
fees and charges of the Washington County Trustee under 
the Series A-1 Indenture. The First Andrus Agreement will 
provide that the company, may at its option or under cer- 
tain circumstances, prepay the purchase price either in 
whole at any time or in part from time to time. In order to 
comply with Mississippi law, it will be necessary for the 
company to convey to Washington County such portions 

of the First Andrus Project as are now owned by the com- 
pany, which facilities will thereupon become a part of the 
First Andrus Project which is to be provided by Washington 
County and which the company proposes to purchase as 
provided in the First Andrus Agreement. 








It is further intended that Washington County will issue its 
additional pollution control revenue bonds for the purpose 

of paying the costs of the construction and equipping of 
certain additional pollution control facilities at the Gerald =| 
Andrus Steam Electric Station(““Second Andrus Project”). 
The company proposes to enter into an installment sale 
agreement (“Second Andrus Agreement’) with Washington 
County which will provide for the construction and equip- 
ping of the Second Andrus Project by or on behalf of Wash- 
ington County and the issuance by Washington County of its 
Pollution Control Revenue Bonds, Series A-I1, in principal 
amount not to exceed $1,000,000, which agreement will 
have terms and conditions similar to those in the First An- 
drus Agreement. The proceeds of the sale of the Series A-II 
Bonds will be deposited by Washington County with the 
Washington County Trustee under a second indenture to 
be entered into between Washington County and such 
Trustee, pursuant to which the Series A-I| Bonds are to be 
issued and secured. The terms and conditions of the Series 
A-I1 Indenture will be similar to the terms and conditions 
of the Series A-! Indenture except that there will be no 
sinking fund in respect of the Series A-I1 Bonds. In order 
to comply with Mississippi law, it will be necessary for the 
company to convey to Washington County such portions 
of the Second Andrus Project as are now owned by the 
company, which facilities will thereupon become a part 

of the Second Andrus Project which is to be provided by 
Washington County and which the company proposes to 
purchase as provided in the Second Andrus Agreement. 





It is additionally intended that Warren County, Mississippi 
(“Warren County”) will issue its pollution control revenue 
bonds for the purpose of paying the cost of the construc- 
tion and equipping of the pollution control facilities at the 
Baxter Wilson Steam Electric Station (“Wilson Project”). 
The company proposes to enter into an installment sale 
agreement (“Wilson Agreement”) with Warren County 
which provides for the construction and equipping of the 
Wilson Project by or on behalf of Warren County and the 
issuance by Warren County of its Poilution Control Reven- 
ue Bonds (“Wilson Bonds”) in principal amount presently 
estimated not to exceed $8,575,000, which agreement will 
have terms and conditions similar to those in the First 
Andrus Agreement. 













The proceeds of the sale of the Wilson Bonds will be de- 
posited by Warren County with the trustee under an inden- 
ture to be entered into between Warren County and such 
Trustee pursuant to which the Wilson Bonds are to be issued 








th and secured. The terms and conditions of the Warren Coun- 
P ty Indenture will be similar to the terms and conditions of 

the Series A-I Indenture, including a similar sinking fund. In 
me 


order to comply with Mississippi law, it will be necessary for 
the company to convey to Warren County such portions of 
the Wilson Project as are now owned by the company, 

which facilities will thereupon become a part of the Wilson 
Project which is to be provided by Wilson County and which 
the company proposes to purchase as provided in the Wilson 
to Agreement. 





The existing Andrus Facilities will be conveyed to Washing- 
ton County and the existing Wilson Facilities will be con- 


veyed to Warren County subject to the lien of the company’s 

fon Mortgage and Deed of Trust, dated as of September 1, 1944, 
to Irving Trust Company, Trustee, as supplemented. Upon 
reconveyance to the company, these facilities, as well as the 

: new pollution control facilities generally when constructed, 

Its will be subject to such lien. For financial and accounting 

se reporting purposes, the indebtedness of Mississippi under 

id the installment sale agreements will be capitalized. 

). It is contemplated that the Series A-! and Series A-I1 Bonds 
will be sold by Washington County and the Wilson Bonds 


will be sold by Warren County pursuant to arrangements 
Ip with Kidder, Peabody & Co. Incorporated as the sole under- 
writer. In accordance with the laws of the State of Missis- 


ofits sippi, the interest rate to be borne by each issue will be 

al fixed by the county involved. The company will not be par- 

! ty to the underwriting agreements for any of the bonds, but 

ve such agreements will provide that the terms of such bonds 

A and of their sale by the counties shall be satisfactory to 

, Mississippi. The company understands that interest payable 

, on the bonds of the three issues will be exempt from Feder- 

~ al income taxes under the provisions of Section 103 of the 

cs Internal Revenue Code of 1954, as amended. The company 

me has been advised that the annual interest rates on obliga- 
tions, interest on which is so tax exempt, historically have 

- been and can be expected at the time of issuance of the 

he above-described issues of bonds to be 1-1/2% to 2-1/2% 

a. lower than the rates of obligations of like tenor and compar- 
able quality, interest on which is fully subject to Federal in- 

’ come tax. 

- The application states that no State commission or Federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. The fees and expenses to be 

opi incurred in connection with the proposed transactions are 

ino estimated at $50,000, including legal fees of $40,000 and 
we accountants’ fee of $2,500. 

i | Due notice of the filing of said application has been given 

. : in the manner prescribed in Rule 23 promulgated under the 

| Act (Holding Company Act Release No. 18418), and no 

he hearing has been requested of or ordered by the Commis- 

the sion. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 
the interest of investors and consumers that said applica- 











tion, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted, effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the semi-annual install- 
ment payment obligations to be undertaken by Mississippi 
pursuant to the proposed agreements with the counties, in- 
sofar as such payments are affected by the effective inter- 
est rate or rates of the pollution control revenue bonds to 
be sold by the counties in connection with the transactions 
proposed in this proceeding. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18451/June 10, 1974 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 
(70-5502) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


Arkansas Power & Light Company (“Arkansas”), an elec- 
tric utility subsidiary of Middle South Utilities, Inc., (““Mid- 
die South”), a registered holding company, has filed an ap- 
plication and amendments thereto with this Commission 
pursuant to Section 6(b) of the Public Utility Holding Com- 
pany Act of 1935 (“Act”) and Rule 50 promulgated there- 
under regrading the following proposed transaction. 


Arkansas proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50 promulgated under 
the Act, $40,000,000 principal amount of its First Mort- 
gage Bonds, % Series due 2004. The interest rate on the 
bonds (which will be a multiple of 1/8 of 1%) and the price, 
exclusive of accrued interest, to be paid to Arkansas (which 
will be not less than 100% nor more than 102-3/4% of the 
principal amount thereof) will be determined by the com- 
petitive bidding. The bonds will be issued under Arkansas’ 
Mortgage and Deed of Trust dated as of October 1, 1944, 
to Morgan Guaranty Trust Company of New York, Trustee, 
as heretofore supplemented and as to be further supple- 
mented by a Twenty-sixth Supplemental Indenture to be 
dated as of June 1, 1974, which includes a prohibition un- 
til June 1, 1979, against refunding the bonds with the pro- 
ceeds of funds borrowed at a lower effective interest cost. 


Arkansas proposes to utilize the net proceeds from the 
issuance and sale of the proposed bonds and of $20,000,000 
of common stock to Middle South (File No. 70-5487) to re- 
tire short-term debt outstanding (estimated to aggregate 
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$50,000,000 when the proceeds of the bonds are received) 
and to finance its construction program (estimated at $170,- 
300,000 for 1974). It is the present intention of Arkansas 
to issue and sell during the remainder of 1974 approximate- 
ly $40 million first mortgage bonds ($30 million of which 
will be for refunding purposes), $15 million preferred stock, 
and $15 million of common stock. The timing and amounts 
of such financings will depend upon market conditions and 
will be the subject of future filings with the Commission. 


The Arkansas Public Service Commission and the Tennessee 
Public Service Commission have authorized the proposed 
issuance and sale of the bonds. No other State commission 
and no Federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18407), and no 


hearing has been requested of or ordered by the Commission. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 
the interést of investors and consumers that said application, 
as amended, be granted. 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted, effective forthwith, 
subject to the terms and conditions prescribed in Rules 24 
and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18452/June 10, 1974 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 
(70-5486) 


ORDER AUTHORIZING ISSUE AND SALE OF DEBEN- 
TURES AT COMPETITIVE BIDDING 


The Columbia Gas System, Inc. (““Columbia’’), a registered 
holding company, has filed a declaration and amendments 
thereto with this Commission pursuant to Sections 6(a) and 
7 of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 50 promulgated thereunder regarding the 
following proposed transaction. 


Columbia proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50 under the Act, $40,- 
000,000 principal amount of % Debentures, Series due 
June 1999. The interest rate of the debentures (which shall 
be a multiple of 1/8 of 1%) and the price, exclusive of 
accrued interest, to be paid to Columbia (which shall be not 
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less than 98-1/2% nor more than 101-1/2% of the principal 
amount thereof), will be determined by the competitive 
bidding. The debentures will be issued under an Indenture 
between Columbia and Morgan Guaranty Trust Company 
of New York, Trustee, dated as of June 1, 1961, as hereto- 
fore supplemented by various indentures and as to be furth- 
er supplemented by a Twenty-Second Supplemental Inden- 
ture to be dated as of June 1, 1974. 







The supplemental indenture will prohibit redemption of 
any of the debentures prior to June 1, 1979, directly or in- 
directly, with borrowed funds, or in anticipation of funds 
to be borrowed, having an effective annual interest cost to 
Columbia of less than the effective annual interest cost of 

the debentures to Columbia. The proposed debentures will 

be subject to a sinking fund providing for retirement of 
$28,000,000 (70%) thereof prior to maturity through an- 

nual payments of $1,400,000 commencing in 1979. | 





The net proceeds from the sale of the debentures will be 
added to the general funds of Columbia and, together with 
other funds then available and funds thereafter to be gener- 
ated from operations, will be used by Columbia to finance, 
among other things, part of the 1974 capital expenditures 
program of Columbia’s subsidiary companies, which invol- 
ves expenditures of approximately $340,000,000. The cap- 
ital expenditures program involves additions and improve- 
ments to the properties of the Columbia system necessary 
to explore for, produce, receive, transport, store, and dis- 
tribute the quantities of gas required by the system’s cus- 
tomers. Columbia estimates that additional long-term 
financing of up to $135,000,000 may be required in 1974 
to complete this program. Such additional financing, to 
the extent necessary, will be the subject of future filings 
with this Commission. 





No State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tion. The fees and expenses to be incurred in connection 
with the proposed debentures are estimated at $195,000, 
including charges of the system service company, at cost, 

of $40,000, legal fees of $15,000, petroleum and gas con- 
sultants’ fees of $25,000, and accountants’ fees of $36,000. 
The fee of counsel for the purchasers of the common stock, 
to be paid by the successful bidders, is estimated at $16,500. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18372), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said de- 
claration, as amended, be permitted to become effective. 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions pre- 
scribed in Rules 24 and 50 promulgated under the Act. 






For the Commission, by the Division of Corporate Regula 
tion, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18453/June 10, 1974 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 
(70-5332) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF NOTES TO BANKS 


Indiana & Michigan Electric Company (“1&M”"), an electric 
utility subsidiary company of American Electric Power 
Company, Inc., a registered holding company, has filed with 
this Commission a second post-effective amendment to its 
application in this proceeding pursuant to Section 6(b) of 
the Public Utility Holding Company Act of 1935 (““Act’’) 
and Rule 50(a)(5) promulgated thereunder regarding the 
following proposed transactions. 


By orders dated June 29, 1973, and June 7, 1974 (Holding 
Company Act Release Nos. 18014 and 18445), the Commis- 
sion, among other things, authorized the issue and sale of 
short-term notes by 1&M to 32 banks in an aggregate amount 
up to $20,137,500. At the time of said orders, the maximum 
amount of short-term indebtedness which 1&M could incur 
at any one time could not exceed $125,000,000. 


1&M now proposes to issue and sell such short-term notes 

to 35 banks in an aggregate amount of $60,387,500. Each 
note payable to a bank to be issued by 1&M will be dated as 
of the date of the borrowing which it evidences and will 
mature not more than 270 days after the date of issuance or 
renewal thereof. The notes will be issued from time to time 
prior to December 31, 1974, as funds are required, provided 
that none of the notes mature later than June 30, 1974. 


Each note will bear interest no greater than the prime rate 
of commercial banks at the time of issuance or in effect 
from time to time and will be prepayable at any time with- 
out premium or penalty. It is stated that 1&M will not pay 
any fees or charges to any of such banks in connection with 
the issuance and sale of the notes. Sufficient bank balances 
to meet operating and financial needs are kept at the banks 
to satisfy any compensating balance requirements of such 
banks in connection with the borrowings. If the average of 
such bank balances were maintained solely in order to ful- 
fill the prevailing compensating balance requirements at 
such banks, generally between 15% and 20%, the effective 
interest cost to 1&M of issuance and sale of such notes to 
banks, assuming a 11.5% prime interest rate, would range 
between 13.53% and 14.38%. 


The proceeds from the issue and sale of the notes will be 
used by 1&M to repay short-term debts presently outstand- 
ing, to pay part of the cost of its future construction pro- 
gram, and for other corporate purposes. Such construction 
expenditures for 1974 is estimated to total $150,000,000. 
The application states that, unless otherwise authorized by 
the Commission, all of the short-term debt of 1&M will be 





retired prior to June 30, 1975, from internal cash resources, 
debt or equity financing, or cash capital contributions. 


1&M also now proposes to issue and sell such short-term 
notes in an aggregate amount of $20,000,000 to Manufac- 
turers Hanover Trust Company, $10,000,000 to Irving Trust 
Company, and $10,000,000 to Morgan Guaranty Trust Com- 
pany. 1&M will be required to maintain compensating bank 
balances of 5% of the amount of the bank line made avail- 
able by Manufacturers Hanover Trust Company and addi- 
tional compensating balances of 10% on the amount of any 
borrowings. If the full amount were borrowed from Manu- 
facturers Hanover Trust Company, the effective interest 
cost to 1!&M of the issuance and sale of such notes to Manu- 
facturers Hanover Trust Company would be approximately 
2% above the current prime commercial rate of 11-3/4%, or 
13-3/4%. 1&M will not be required to maintain additional 
compensating bank balances at Irving Trust Company or 
Morgan Guaranty Trust Company in connection with the 
availability of the above loan, but it would be required to 
maintain compensating balances of 10% on the actual bor- 
rowings. |1&M believes that the total compensating balance 
requirements in connection with actual loans from Irving 
Trust Company and Morgan Guaranty Trust Company will 
aggregate approximately 15%: under these conditions, the 
effective cost to 1&M of the issuance and sale of notes to 
irving Trust Company and Morgan Guaranty Trust Com- 
pany would be approximately 2% above the current prime 
commercial rate of 11-3/4%, or 13-3/4%. No change is be- 
ing requested in the total amount of short-term borrowings 
that the Commission has authorized 1&M to incur. 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tions. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and 

in the interest of investors and consumers that said applica- 
tion, as now amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as now 
amended, be, and it hereby is, granted forthwith, subject 
to the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18454/June 11, 1974 


In the Matter of 
JERSEY CENTRAL POWER AND LIGHT COMPANY 


Morristown, New Jersey 07960 
(70-5387) 
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SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF SHORT-TERM NOTES TO BANKS 


Jersey Central Power & Light Company (“Jersey Central”’), 
an electric utility subsidiary company of General Public 
Utilities Corporation, a registered holding company, has 
filed with this Commission a post-effective amendment to 
its declaration in this proceeding pursuant to Sections 6(a) 
and (7) of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 50 promulgated thereunder regarding the 
following proposed transaction. 


By order dated October 9, 1973 (Holding Company Act Re- 
lease No. 18117), the Commission authorized Jersey Cen- 
tral’s request that, for the period ending on December 31, 
1974, it be permitted from time to time to issue or renew 
notes of a maturity of nine months or less evidencing short- 
term bank borrowings provided that the aggregate principal 
amount of such notes outstandings at any one time could 
not be exceeded by $80,000,000. 


Jersey Central now proposes to issue and sell such short- 
term notes to 30 banks in an aggregate amount of $96,000,- 
000. Each new note will bear interest at the prime interest 
rate for commercial borrowing of the bank from which the 
borrowing is made at the date of issue, will be prepayable 

at any time without premium, and will not be issued as part 
of a public offering. Although no commitments or agree- 
ments for such borrowings have been made, Jersey Central 
expects that, as and to the extent that its cash needs require, 
borrowings will be effected from among the following banks, 
the maximum to be borrowed and outstanding at any one 
time for each such bank being as follows: 


Bankers, Trust Company, 


New York, N.Y. $1,500,000 
The Chase Manhattan Bank NA, 

New York, N.Y. 20,000,000 
Chemical Bank, 

New York, N.Y. 3,000,000 
Irving Trust Company, 

New York, N.Y. 15,000,000 
Manufacturers Hanover Trust Company, 

New York, N.Y. 6,000,000 
Fidelity Union Trust Company, 

Newark, N.J. 6,000,000 
First National State Bank of New 

Jersey, Newark, N.J. 2,500,000 
Midlantic Bank, Newark, N.J. 5,000,000 
First Jersey National Bank, 

Jersey City, N.J. 3,000,000 
American National Bank & Trust, 

Morristown, N.J. 3,000,000 
Belmar-Wall National Bank, 

West Belmar, N.J. 300,000 
The Central Jersey Bank and Trust 

Company, Freehold, N.J. 1,500,000 
Colonial First National Bank, 

Red Bank, N.J. 1,500,000 
First Merchants National Bank, 

Asbury Park, N.J. 1,000,000 
First National Bank of New Jersey, 

Passaic, N.J. 1,000,000 
First National Bank of South Jersey, 

Pleasantville, N.J. 1,500,000 
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First National State Bank of Northwest 













Jersey, Succasunna, N.J. $ 500,000 
The First National Bank of Toms 
River, Toms River, N.J. 1,200,000 
The First National lron Bank of New 
Jersey, Morristown, N.J. 3,000,000 
The Hunterdon County National Bank, 
Lambertville, N.J. 700,000 
Mechanics National Bank of Burlington 
County, Burlington, N.J. 400,000 
National Community Bank, 
Franklin, N.J. 3,000,000 
The National State Bank, 
Elizabeth, N.J. 2,000,000 
New Jersey Bank NA, Haledon, N.J. 3,000,000 
Ocean County National Bank, 
Point Pleasant, N.J. 400,000 
New Jersey National Bank, 
Asbury Park, N.J. 3,000,000 
Peoples Trust Company of New 
Jersey, Hackensack, N.J. 4,000,000 
Somerset Hills & County National 
Bank, Bernardsville, N.J. 1,000,000 
Summit and Elizabeth Trust Company, 
Summit, N.J. 1,000,000 
United Counties Trust Company, 
Summit, N.J. 1,000,000 
$96,000,000 


It is stated that Jersey Central is required to maintain com- 
pensating balances with each of the banks equal to 10% of 
the lines of credit or 20% of the amounts actually borrow- 
ed, whichever is higher, except for the First National Bank 
of South Jersey, Pleasantville, N.J., which presently re- 
quires 10% of the amount of the line of credit as a compen- 
sating balance. Assuming a 11.5% prime rate and a 20% 
compensating balance, the effective rate of interest to be | 
paid by Jersey Central is 14.38% (13.53% for borrowing 
from the First National Bank of South Jersey). 





Jersey Central proposes to utilize the proceeds of the con- 
templated borrowings for the purpose of financing its busi- 
ness as a public utility company, including provisions for 
construction expenditures, the repayment of other short- 
term borrowings, and the temporary reimbursement of 

its treasury for construction expenditures provided there- 
on. The estimated cost of Jersey Central’s 1974 construc- 
tion program is approximately $244,909,000. 


No state commission and no federal commission, other than 
this commission, has jurisdiction over the proposed transac- 
tion. | 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- | 
under are satisfied and that no adverse findings are neces- : 
sary; and that it is in the public interest and in the interest 
of investors and consumers that said declaration, as amend- 
ed by said post-effective amendment, be permitted to be- 
come effective: 
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IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended by said post-effective amendment, be, and it 
hereby is, permitted to become effective forthwith, subject 
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to the terms and conditions prescribed in Rule 24 promul- 









gated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18455/June 12, 1974 


In the Matter of 


KENTUCKY POWER COMPANY 
15th Street and Carter Avenue 
Ashland, Kentucky 41101 
(70-5510) 


NOTICE OF PROPOSED ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS 


NOTICE IS HEREBY GIVEN that Kentucky Power Com- 
pany (“Kentucky”), an electric utility subsidiary company 
of American Electric Power Company, Inc., (“AEP”), a 
registered holding company, has filed an application with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘Act”’), designating Section 6(b) of 
the Act and Rule 50(a)(2) promulgated thereunder as appli- 
cable to the proposed transactions. All interested persons 
are referred to the application, which is summarized below, 
for a complete statement of the proposed transactions. 


Kentucky requests that, for the period ending June 30, 
1975, it be permitted from time to time to issue or renew 
notes of a maturity of nine months or less evidencing short- 
term bank borrowings provided that the aggregate principal 
amount of such notes outstanding at any one time shall not 
exceed $20,000,000. 


The new rates will bear interest at the prime interest rate 
for commercial borrowing of the bank from which the bor- 
rowing is made at the date of the issue of such note, will 
mature not more than nine months from the date of issue, 
and will be prepayable at any time, without premium or 
penalty. Kentucky has established lines of credit with two 
commercial banks with the aggregate lines of credit of each 
bank being as follows: 


Manufacturers Hanover Trust 


Company, New York, N.Y. $ 10,000,000 
Irving Trust Company, 

New York, N.Y. 10,000,000 

$ 20,000,000 


Sufficient bank balances to meet operating and financial 
needs are kept at these banks to satisfy any compensating 
balance requirements of these banks in connection with the 


borrowings. If the average of such bank balances were main- 


tained solely in order to fulfill the prevailing compensating 


and 20%, the effective interest cost to Kentucky would be 


balance requirements of such banks, generally between 15% 


approximately 2.4% above the current prime commercial 
rate of 11%% or about 13.6%. 


Of the $20,000,000 proposed to be borrowed, Kentucky 
has as of May 9, 1974, borrowed $5,000,000. Kentucky re- 
quests that, for the period commencing on the date this ap- 
plication is permitted and ending on June 30, 1975, the 
exemptions from the provisions of Section 6(a) of the Act 
afforded to it by the first sentence of Section 6(b) thereby, 
relating to the sale of short-term notes, be increased from 
5% to approximately 8.32% of the principal amount and 
par value of the other securities of Kentucky at the time 
outstanding. The notes payable to the banks will not neces- 
sarily be retired with the proceeds of any permanent finan- 
cing, but rather any such notes outstanding after June 30, 
1975 will be retired at maturity, but not later than Decem- 
ber 31, 1975, from internal cash resources or with the pro- 
ceeds of such debt or equity financing or cash capital con- 
tributions as the Commission shall authorize. 


The fees, commissions, or expenses to be paid or incurred, 
directly or indirectly, by Kentucky or any associate com- 
pany in connection with the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 3, 1974, request in writing that a 
hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application which he desires to contro- 
vert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the applicants at the above- 
stated address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed with 
the request. At any time after said date, the application, as 
filed or as it may be amended, may be granted as provided 
in Rule 23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may grant exemp- 
tion from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem appropri- 
ate. Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders is- 
sued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18456/June 12, 1974 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 46801 
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AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 
(70-5493) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AND CUMULATIVE PREFERRED 
STOCK BY SUBSIDIARY AND A CASH CAPITAL CON- 
TRIBUTION BY PARENT TO SUBSIDIARY 


American Electric Power Company, Inc. (“AEP”’), a regis- 
tered holding company, and Indiana & Michigan Electric 
Company (1&M"’), its electric utility subsidiary company, 
have filed an application-declaration and amendments there- 
to with this Commission pursuant to Sections 6(b) and 12 
(b) of the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 45 and 50 promulgated thereunder re- 
garding the following proposed transactions. 


1&M proposes to issue and sell, subject to the competitive 
bidding requirements of Rule 50 under the Act, $70,000,- 
000 aggregate principal amount of First Mortgage Bonds, to 
mature in not less than 5 and not more than 30 years. The 
interest rate (which will be expressed in a multiple of 1/8 

of 1%) and the price (which will be not less than 100%, un- 
less 1&M shall authorize a lower percentage not less than 99%, 
and shall not exceed 102.75%) will be determined by com- 
petitive bidding. The terms of the Bonds preclude 1&M from 
redeeming any such Bonds prior to June 1, 1979 if such re- 
demption is for the purpose of refunding such Bond with 
proceeds of funds borrowed at a lower effective interest 
cost. 


1&M also proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50 under the Act, 300,- 
000 shares of a new series of its cumulative preferred stock, 
par value $100 per share. The dividend rate (which will be a 
multiple of .04 of 1%) and the price to be paid by |[&M 
(which shall not be less than $100 per share or more than 
$102.75 per share) will be determined by competitive bid- 
ding. Prior to June 1, 1979, none of the shares of the pre- 
ferred stock may be redeemed if such redemption is for the 
purpose of refunding such share, directly or indirectly, 
through the incurring of debt or the issuance of stock rank- 
ing equally with or prior to the preferred stock at an inter- 
est or dividend cost less than the dividend cost to |1&M of the 
preferred stock. 


AEP proposes to make a cash capital contribution of $10,- 
000,000 to 1&M. Neither the Bonds nor the preferred stock 
will be issued and sold unless 1&M shall have received prior 
to such sale and subsequent to March 31, 1974 cash capital 
contributions from AEP which aggregate $30,000,000. The 
making of $20,000,000 of such cash capital contributions 
by AEP has been previously authorized on June 29, 1973 
(Holding Company Act Release No. 18013). 


The proceeds realized from the sale of the Bonds and cumu- 
lative preferred stock will be applied within 90 days after 
such sale to the payment of a like principal amount of un- 
secured short-term indebtedness of 1&M consisting of notes 
and demand notes payable to banks and commercial paper. 
At March 31, 1974, $149,506,000 principal amount of such 
unsecured short-term debt was outstanding and, it is antici- 
pated that at the time of the sale of the Bonds and cumula- 
tive preferred stock, following receipt of the cash capital 
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contributions, approximately $100,000,000 principal 
amount of such unsecured short-term debt will be outstand- 
ing. The proceeds from the cash capital contribution or con- 
tributions received by |&M from AEP will be applied, to- 
gether with other funds available to 1&M, to the payment of 
unsecured short-term indebtedness of 1&M. 









The Public Service Commission of Indiana and the Michigan 
Public Service Commission have authorized the proposed 
transactions. No other state commission and no federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. 


a 


The fees and expenses to be incurred by 1&M in connection 
with the proposed transactions are estimated at $185,975, 
including legal fees of $35,000. Fees of counsel for the 
underwriters, to be paid by the successful bidder, are esti- | 
mated at $17,000. } 


Due notice of the filing of said declaration has been given 

in the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18400), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the j 
rules thereunder are satisfied and that no adverse findings 

are necessary; and that it is appropriate in the public inter- 
est and in the interest of investors and consumers that said 
declaration, as amended, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith subject to the terms and conditions prescribed 
in Rules 24 and promulgated under the Act. 






For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18457/June 13, 1974 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
New York, New York 
(70-4794; 70-4925) 


SUPPLEMENTAL ORDER AUTHORIZING THE VARI- 
ANCE OF AMOUNTS OF UNSECURED PROMISSORY 
NOTES TO BE SOLD TO BANKS AND COMMERCIAL 
PAPER DEALERS 


General Public Utilities Corporation (““GPU”), a registered 
holding company, has filed with this Commission a post- 
effective Amendment to its declarations in the above pro- 
ceedings pursuant to Sections 6(a) and 7 of the Public 
Utility Holding Company Act of 1935 (“Act’’) regarding 
the following proposed transactions. 
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By orders dated June 29, 1970, November 4, 1970, August 
23, 1971, December 27, 1972, and June 4, 1974 (Holding 
Company Act Release Nos. 16770, 16892, 17243, 17829, 
and 18433), the Commission authorized GPU until Decem- 
ber 31, 1974, (a) to issue and sell its unsecured promissory 
notes as commercial paper from time to time to Lehman 
Commercial Paper, Incorporated and/or A.G. Becker & Co., 
Incorporated (for resale by them to their respective restricted 
lists of purchasers) provided that the aggregate principal 
amount of GPU's unsecured promissory notes so issued and 
sold as commercial paper outstanding at any one time shall 
not exceed $100 million; (b) to issue and sell GPU's unse- 
cured promissory notes, maturing not later than December 
31, 1974, from time to time to a group of commercial banks 
pursuant to a “back up” credit agreement for the sole pur- 
pose of repaying at maturity any of GPU’s promissory notes 
issued as commercial paper which GPU should be unable to 
refund by the issuance of other promissory notes as com- 
mercial paper, provided that the aggregate principal amount 
of promissory notes issued prusuant to such credit agree- 
ment outstanding at any one time shall not exceed $85 mil- 
lion; and (c) to issue and sell GPU’s unsecured promissory 
notes, maturing not later than nine months after issue, from 
time to time, to various commercial banks pursuant to in- 
formal lines of credit, provided that the aggregate principal 
amount of GPU’s unsecuried promissory notes os issued and 
sold and outstanding at any one time shall not exceed $25 
million. 


GPU now requests that within the same total authorization 
of $125,000,000 for the issuance by it of unsecured promis- 
sory notes, with such notes to be issued not later than De- 
cember 31, 1974, it be authorized to vary the amounts of 
such unsecured promissory notes sold as commercial paper 
and those which are issued to evidence bank loans. It states 
that because of the fluctuations in the relative availability 
and cost of commercial paper borrowings and bank loans, 
GPU must be in a position to utilize either or both such 
forms of borrowings as circumstances warrant. In all other 
respects, the transactions as heretofore authorized remain 
unchanged. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 
the interest of investors and consumers that said declara- 
tions, as now amended, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declarations, as now 
amended, be, and they hereby are, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 15907 
(70-5500) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE 
AND SALE OF FIRST MORTGAGE BONDS 


Pennsylvania Electric Company (‘’Penelec’’), an electric util- 
ity subsidiary company of General Public Utilities Corpora- 
tion, a registered holding company, has filed with this Com- 
mission a post-effective amendment to the application pre- 
viously filed in this matter pursuant to Section 6(b) of the 
Public Utility Holding Company Act of 1935 (“Act”’) and 
Rule 50 promulgated thereunder regarding the following 
proposed transaction. 


By order dated June 4, 1974 (Holding Cornpany Act Re- 
lease No. 18434), this Commission, among other things, 
authorized the issuance and sale of $50,000,000 principal 
amount of First Mortgage Bonds, % Series due 2004. 


Pursuant to its public invitation for bids, Penelec received 
two independent bids, one for $50,000,000 principal 
amount, with a coupon rate of 10.625% and cost to Pene- 
lec of 10.616%, and the other for $30,000,000 principal 
amount, with a coupon rate of 10.75% and cost to the 
company of 16.75%. Penelec proposes to accept said bid 
for $50,000,000. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 
the interest of investors and consumers that said application, 
as amended by said post-effective amendment, be granted: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended by said post-effective amendment, be, and it here- 
by is, granted forthwith, subject to the terms and condi- 
tions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 

MIDDLE SOUTH UTILITIES, INC. 
280 Park Avenue 

New York, New York 10017 
SYSTEM FUELS, INC. 


225 Baronne Street 
New Orleans, Louisiana 70112 
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LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


ARKANSAS POWER & LIGHT COMPANY 
MISSISSIPPI POWER & LIGHT COMPANY 
NEW ORLEANS PUBLIC SERVICE INC. 
(70-5415) 


NOTICE OF POST-EFFECTIVE AMENDMENT REGARD- 
ING PROPOSED SALE AND LEASEBACK OF OIL 
STORAGE FACILITIES 


NOTICE IS HEREBY GIVEN that System Fuels, Inc. 
(“SFI”), a jointly-owned non-utility subsidiary company of 
Arkansas Power & Light Company, Louisiana Power & Light 
Company (“LP&L”), Mississippi Power & Light Company 
and New Orleans Public Service, Inc., each an electric util- 
ity subsidiary company of Middle South Utilities, Inc. 
(“MSU”), a registered holding company, have jointly filed 
with this Commission a third post-effective amendment to 
their previous amended application-declaration in this pro- 
ceeding, pursuant to the Public Utility Holding Company 
Act of 1935 (““Act’’), designating Sections 12(b) and 12(f) 
of the Act and Rule 45 promulgated thereunder as appli- 
cable to the following proposed transactions. All interested 
persons are referred to said post-effective amendment, which 
is summarized below, for a complete statement of the pro- 
posed transactions. 


By Order dated December 17, 1973 (HCAR No. 18221), 
the Commission, among other things, authorized LP&L to 
sell to SFI certain oil storage facilities (“Equipment”) con- 
sisting of two oil storage tanks (380,000 bbl. and 50,000 
bbl. capacity, respectively), together with related docking, 
unloading, auxiliary and control equipment located at 
LP&L’s Waterford Steam Electric Generating Station near 
Taft, Louisiana (the “‘Premises’”’), and to grant to SFI the 
necessary land rights for the operation and maintenance of 
the Equipment. It had been there indicated that, in lieu of 
direct purchase and ownership, SFI was studying the feasi- 
bility of leasing oil storage and handling facilities. 


It is now proposed (i) that LP&L sell the Equipment and 
Premises to a nonaffiliate and (ii) that SFI lease said proper- 
ties under a long-term lease. To that end, it is proposed that 
LP&L, via a Conveyance, will sell, assign or convey the 
Equipment and Premises to Unilease No. 10, Inc. (herein 
referred to as ““Unilease” or ““Lessor’’), a single-purpose 
subsidiary company of Equilease Corporation which in turn 
is a wholly-owned subsidiary company of ELTRA Corpora- 
tion. Simultaneously, Unilease will lease the Equipment 
and Premises (and lease or assign the related land rights) to 
SFI. During the term of the lease (‘‘Lease’’), the Equipment 
will be operated by LP&L for SFI as heretofore authorized 
by said Order of December 17, 1973. 


Unilease was organized as a Delaware corporation in 1973. 
It will engage solely in the business of owning and financing 
the Equipment and Premises. Neither Unilease, Equilease 
Corporation nor ELTRA Corporation is affiliated with any 
company in the Middle South Utilities System (““System”’). 


The Conveyance and Financing 


LP&L’s book cost of the Equipment upon completion of 
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construction thereof is estimated at $5,300,000, including 
interest during construction; and its allocated book cost of 
the Premises is $13,200. Conveyance of the Equipment and 
Premises to Unilease will be effected at LP&L’s total book 
cost thereof; provided, however, that if said cost plus Uni- 
lease’ “transaction costs” (estimated at $160,000) exceeds 
Unilease’ ““Maximum Commitment,” stipulated at $5,267, 
606, SFI will pay the excess. Said ‘’transaction costs” in- 
clude counsel fees and expenses of Unilease and of the pur- 
chaser of Unilease’ Note (see below); a placement fee of 
1/2 of 1% of the principal amount of said Note; and a com- 
mitment fee of 1/2 of 1% per annum on the principal 
amount of the Note. Under certain conditions set forth in 
the Conveyance, LP&L will have the option of repurchasing 
the property. The property will be conveyed free and clear 
of all liens, including that of LP&L’s Mortgage dated April 
1, 1944 and supplements thereto. 





Unilease will finance the foregoing acquisition (i) by the 

use of its own equity funds in the amount of approximately 
29% of the cost of the Equipment and (ii) the balance by 
the issuance and sale of a long-term Note to The Philadelphia 
Saving Fund Society. Based upon a total cost equal to the 
Maximum Commitment, such Note will be in the principal 
amount of $3,740,000. The Note will issue upon commence-  } 
ment of the Lease; will bear interest at 8.05% per annum; 
will mature on January 1, 1994, i.e., 19% years from date 
of issue, with principal and interest payable in 39 equal con- 
secutive semi-annual installments commencing six months 
after the start of the Lease; and will be non-callable except 
under certain circumstances including termination of the 
Lease. The Note will be secured by an assignment of the 
Lease and payments thereunder, and by a mortgage (*‘Mort- 
gage”’) on the Equipment and Premises. The Mortgage will 
be subject at all times to the Lease and the Conveyance. 











The Lease 


The Lease will be a net lease having an initial 20-year term 
wherein SFI wil! be responsible for, among other things, 
operation, maintenance, risk of loss, insurance and certain 
specified taxes. The Lease may terminate at any time dur- 
ing its initial term upon any Event of Loss, as defined in the 
Lease, which includes (a) actual or constructive total loss 
of the Equipment, (b) theft or destruction of the Equip- 
ment or (c) specified governmental actions or regulations 
of an adverse nature. Upon expiration of the initial term, 
(1) SFI may extend the Lease on a year-to-year basis at 
the then fair market rental value of the Equipment and 
Premises, or (2) LP&L or SFI may purchase the Equipment 
at its then fair market sales value, and reacquire the Prem- 
ises for the original cost thereof to Unilease. 





Rental payments by SFI under the Lease will be based on 
Lessor’s cost of the Equipment and Premises (not exceed- 
ing said Maximum Commitment of $5,267,606). The rent- 
als will be payable semi-annually in equal amounts com- 
puted by multiplying the Equipment component of Les- 
sor’s cost by a “rental rate’”’ of 4.1190%; said rental rate 

is understood by SFI as being equivalent to a simple inter- 
est cost of 5.74% per ciinum. !n addition, the rental pay- 
ments will include an interest cost of 8.05% per annum on 
the cost ($13,200) of the Premises. The semi-annual rental 
rate of 4.1190% is predicated, among other things, on Les- 
sor’s realization of certain assumed tax benefits (‘“perqui- 
sites’’). In the event that any of such perquisites are not 
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realized (other than by amendment of the Internal Revenue 
Code after commencement of the Lease) the rental rate will 
be adjusted accordingly; provided, that if SFI’s annual inter- 
est cost would thereby rise to a level exceeding 7% per an- 
num, either SFl or LP&L will have the right to terminate the 
Lease by repurchase of the Equipment and Premises upon 
payment of a then applicable termination price computed as 
provided in the Lease, and the Note will be repaid out of 
such termination price. 


Based on the terms of the Lease and the approximate cost 
of the leased facilities, SFI estimates that its annual rental 
payments will amount to approximately $437,000. SFI 
states that rental payments under the Lease are such that 
SFI will not acquire any equity in the Equipment. Conse- 
quently, SFI will account for the Lease as a lease and pro- 
poses to charge the Lease payments to rental expense. 


In order to effectuate the proposed transactions MSU pro- 
poses to guarantee the performance by SFI of its obligations 
under the Lease without recourse to SFI first being re- 
quired, and MSU will consent to the Lease assignment. 


It is stated that no State commission, and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. Fees and expenses to be incur- 
red directly by SFI, LP&L and MSU in connection with the 
proposed transactions (as distinct from amounts payable by 
SFI to cover the excess, if any, of the Lessor’s costs over 
its Maximum Commitment as hereinbefore set forth) are 
estimated at $57,800, including counsel fees of $35,000, 
$19,500 and $2,500 for SFI, LP&L and MSU, respectively, 
and $500 for services rendered at cost by the System ser- 
vice company, Middle South Services, Inc. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 11, 1974, request in writing that 

a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application-declaration as further 
amended by said post-effective amendment which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicants-declar- 
ants at the above-stated addresses, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said date, 
the application-declaration, as amended by said post-effec- 
tive amendment or as it may be further amended, may be 
granted and permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 









George A. Fitzsimmons 
Secretary 
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Release No. 18460/June 14, 1974 


See Securities Act Release No. 5504/June 14, 1974. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8382/June 10, 1974 


In the Matter of 


FIRST INSURED MUNICIPAL TRUST FUND 
(Series 1 and Subsequent Series) 

c/o Van Kampen, Wauterlek & Brown, Inc. 
300 West Washington Street 

Chicago, Illinois 60606 

(812-3607) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) GRANTING EXEMPTION 
FROM SECTION 14(a) OF THE ACT AND RULES 19b-1 
AND 22c-1 UNDER THE ACT 


NOTICE IS HEREBY GIVEN that First Insured Municipal 
Trust Fund (““Applicant’’), a unit investment trust register- 
ed under the Investment Company Act of 1940 (“‘Act’’), 
has filed an application pursuant to Section 6(c) of the Act 
for an order for exemption from the provisions of Section 
14(a) of the Act, and Rule 19b-1 and Rule 22c-1 under the 
Act. All interested persons are referred to the application 
on file with the Commission for a statement of the repre- 
sentations therein, which are summarized below. 


Applicant is sponsored by Van Kampen, Wauterlek & Brown, 
Inc. (“Sponsor”). The Evaluator is Standard & Poor's Cor- 
poration. Applicant represents that the objective of each of 
its series (Series 1 and subsequent series) is to seek tax-ex- 
empt income and conservation of capital through an invest- 
ment in tax-exempt bonds. All of such bonds will be obliga- 
tions issued by or on behalf of states, counties, territories 

or municipalities of the United States and authorities or pol- 
itical subdivisions thereof, the interest fo which, in the opin- 
ion of counsel to the various issuers of such bonds, is exempt 
from all Federal income taxes under existing law. The Spon- 
sor will seek to obtain a commitment from MGIC Indem- 
nity Corporation in respect to each series to guarantee the 
timely payment of interest and principal when due on the 
bonds in its portfolio in the event of nonpayment thereof 

by the bond issuer. 


On February 28, 1974, a registration statement on Form S-6 
under the Securities Act of 1933 (“Securities Act’’) was 
filed for 7,500 units of undivided interest in Series 1 of Ap- 
plicant. This registration statement has not yet become ef- 
fective. On January 10, 1974, Applicant also filed a Notifi- 
cation of Registration on Form N-8A for said Series and on 
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February 28, 1974, filed a registration statement on Form 
N-8B-2 under the Act for said Series. 


Each series of Applicant (Series 1 and subsequent series) 
will be governed by the provisions of a trust indenture and 
agreement (‘Indenture’) to be entered into by the Sponsor 
and a corporation organized and doing business under the 
laws of the United States or a state thereof, which is author- 
ized under such laws to exercise corporate trust powers and 
having at all times an aggregate capital, surplus, and undivid- 
ed profits of not less than $5,000,000 (‘Trustee’). It is con- 
templated that the United States Trust Company of New 
York will serve as Trustee for Series 1 and subsequent series. 
A separate Indenture will be entered into each time a series 
is created and activated and the bonds which comprise its 
portfolio are deposited with the Trustee. Each series will be 
substantially identical except as to size, number of units and 
the individual bonds in its portfolio. 


Section 14(a) of the Act, in substance, provides that no regis- 
tered investment company and no principal underwriter for 
such a company shall make a public offering of securities of 
which such company is the issuer unless (1) the company 

has a net worth of at least $100,000; (2) at the time of a 
previous public offering it had a net worth of $100,000; or 
(3) provision is made that a net worth of $100,000 will be 
obtained from not more than twenty-five responsible persons 
within ninety days, or the entire proceeds received, including 
sales charge, will be refunded. 


Applicant represents that the bonds for a portfolio of a series 
of Applicant are to be delivered to the Trustee on the date of 
deposit, and from that time on, except for the payment of 
limited amounts of expenses specified in the Indenture, in- 
cluding the premiums on portfolio insurance, such bonds are 
held in the custody of the Trustee subject to the Indenture 
which, in substance, provides that the Trustee may dispose 
of the bonds when events occur which may affect their in- 
vestment stability and distribute the proceeds thereof in par- 
tial liquidation to unit holders. However, there is no provi- 
sion permitting the bonds to be pledged or subjected to any 
debt by Applicant, except to the extent that MGIC Indem- 
nity Corporation is secured and succeeds to the rights of Ap- 
plicant in respect of any amounts of interest or principal it 
may pay on a defaulted bond. 


The Sponsor has represented that no series of Applicant will 
be created which will contain in its portfolio on the date of 
deposit, bonds having a principal amount of less than $5,- 
000,000. In the event the value of such a series should de- 
crease to $1,000,000 (20% of the amount of the bonds ini- 
tially deposited) or less, for any reason, the Trustee may, 
and when so directed by the Sponsor shall, terminate the 
trust and liquidate such series, provided, however, that in 
connection with any such liquidation it shall not be neces- 
sary for the Trustee to dispose of any Bond or Bonds in de- 
fault because of nonpayment of principal or interest by the 
issuer thereof if retention of such Bond or Bonds, until due, 
shall be deemed to be in the best interests of units holders. 
Thus, Applicant represents that it is highly unlikely that, ex- 
cept during the course of liquidation, the net worth of any 
series would ever decline to $100,000 or less. 


As a further basis for the requested exemption, the Sponsor 
also represents that, in the event that the net worth of any 
series of Applicant should be reduced to less than $100,000 
within 90 days after the registration statement under the Se- 
curities Act becomes effective in respect of that series, the 
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Sponsor will repurchase all units which have been sold prior 
to such date at the same price paid by the original purchaser, 
including sales charge. 






In addition, on the day of the deposit of the bonds compris- 
ing the portfolio of any series of Applicant, the Sponsor will 
instruct the Trustee that, in the event the Sponsor as the 
owner of units of any such series of Applicant, which have 
not previously been sold to the public, shall tender such un- 
sold units to the Trustee for redemption in an amount consti- 
tuting more than 60% of the number of units which such 
series of Applicant is authorized to have outstanding, and } 
that thereby the net worth of such series is reduced to less 
than 40% of the principal amount of bonds originally depos- 
ited therein, the Trustee shall terminate such series in the 
manner provided in the Indenture relating thereto and the 
Sponsor will refund, on demand, to each purchaser of units 

of any such series, the entire sales charge paid by such pur- 
chaser without any deduction whatsoever. 









In light of these representations and undertakings, Applicant 
requests that the Commission issue an order exempting all 
series of Applicant (Series 1 and subsequent series) from the 
provisions of Section 14(a) of the Act subject to future series 
being substantially identical in all material respects to Series 
1 except as to size, number of units and identity of portfolio 4 
bonds. 


Rule 19b-1(b) provides, in part, that no registered invest- 
ment company which is not a “regulated investment com- 
pany” as defined in Section 851 of the Internal Revenue 
Code of 1954 (““Code’’) shall make more than one distribu- 
tion of long-term capital gains in any one taxable year of 
such investment company. 


Each series of Applicant is or will be a registered investment 
company which is not a regulated investment company under 
the Code. From time to time bonds in a portfolio of a series 
of Applicant may be redeemed by the issuer thereof or may 
be sold by the Trustee for the purpose of providing either 
investment stability, as described below, or funds for the re- | 
demption of units. These transactions may give rise to a prob- 
lem under Rule 19b-1 when the funds distributed from Ap- 
plicant’s Principal Account involve a long-term capital gain. 





The Indenture establishes record and distribution dates for 
the distribution to unit holders of their pro rata share of the 
cash balance of the Interest and Principal Accounts com- 
puted as of such record dates. Since the Trustee has no au- 
thority to reinvest funds received upon the disposition of 
bonds, it is in the best interests of unit holders that it be per- 
mitted to distribute such funds promptly. Initially it is con- 
templated that distributions will be made semi-annually 
from the Principal Account and monthly, quarterly or semi- 
annually from the Interest Account, depending upon the 
plan of distribution chosen by unit holders. 


Applicant states that distributions of principal constituting 
Capital gains to unit holders may arise in the following cir- 
cumstances: (1) if an issuer calls or redeems an issue held in 
the portfolip; and (2) if bonds are sold in order to provide 
funds necessary to meet redemptions by unit holders. Appli- 
cant states that capital gains are not anticipated to arise from 
sales of bonds made by the Trustee at the request of the 
Sponsor to provide stability, i.e., after default in payments 
of principal or interest on such bonds or the occurrence of 
other market or credit factors which, in the opinion of the 
Sponsor, would make retention of such bonds in Applicant 
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detrimental to the interests of the unit holders. Portfolio in- 
surance terminates as to any bond when it is sold by the 
Trustee. 


The primary objective of Applicant is tax-exempt income 
through an investment in tax-exempt bonds. In the case of 
normal distributions, it is expected that virtually the entire 
amount will represent interest received on portfolio Bonds. 
Applicant states that when sums are distributed from the 
Principal Account, the amount thereof which represents 
long-term capital gains will be minimal in comparison to the 
total amount of the distribution and will have been realized 
almost entirely as a result of activities of persons other than 
the Applicant, the Sponsor or the Trustee. Accordingly, Ap- 
plicant requests that the Commission grant an exemption 
from the provisions of Rule 19b-1 to permit distributions to 
be made as proposed under the Indenture for Series 1 and 
for such additional series as may be created in the future, 
even though on occasion the distributions may include a 
capital gain to the unit holder. 


Rule 22c-7 provides, in part, that redeemable securities of 
registered investment companies may not be sold, redeemed 
or repurchased except at a price based on the current net as- 
set value which is next computed after receipt of a tender of 
such security for redemption or of an order to purchase or 
sell such security. For the purpose of the Rule, the current 
net asset value of any such security shall be that computed 
on each day during which the New York Stock Exchange is 
open for trading, not less frequently than once daily as of 
the time of the close of trading on such Exchange. 


Applicant represents that during the initial public offering, it 
will fully comply with the Rule, since it is intended that there 
will be an evaluation made each day the New York Stock Ex- 
change is open for trading. The first evaluation after receipt 
of an order for sale, purchase or redemption of units is the 
evaluation which will govern the terms of such transaction. 
Applicant further represents that the Sponsor intends to 
maintain a market for the units and continuously to offer to 
purchase units at prices based upon the aggregate offering 
price of the bonds in Applicant's portfolio. For purposes of 
the secondary market transactions, an evaluation will only 

be made as of the last business day of the preceding week 
ay the Applicant has notice that a transaction has occur- 
red. 


Applicant asserts that the pricing by the Sponsor in the sec- 
ondary market in no way affects the assets of Applicant since 
all units of any series of Applicant are issued and outstand- 
ing prior to any offering thereof to the public. Moreover, the 
units represent an interest in a fixed portfolio of bonds 

which is subject only to limited change. Therefore, the rela- 
tion of a unit to Applicant is not affected in any manner by 
the price at which other outstanding units are sold. Finally, 
because of the nature of the bonds in the portfolio, price 
changes are expected to be gradual and to depend largely on 
general changes in interest rates. 


The application states that the Sponsor has undertaken to 
adopt a procedure whereby the Evaluator, without a formal 
evaluation, will provide the Sponsor with estimated evalua- 
tions on trading days. In the case of a repurchase, if the Eval- 
uator cannot state that the previous Friday’s price is at least 
equal to the current offering price, the Sponsor will order a 
full evaluation. In case of resale, if the Evaluator cannot 

state that the previous Friday’s price is no more than one- 
half point ($5.00 per $1,000 principal amount of under- 


lying bonds) greater than the current offering price, a full 
evaluation will be ordered. The result of this procedure is 
that a unit holder wishing to sell units will not receive from 
the Sponsor an amount less than might be received from Ap- 
plicant upon.redemption, and a purchaser of such units from 
the Sponsor will not pay more than one-half point in excess 
of the current net asset value, plus the sales charge. 


Thus, under these circumstances, after the initial distribution 
is completed, the Sponsor believes that it would be appropri- 
ate for Applicant and its unit holders to be relieved of the 
cost of daily evaluations and in lieu thereof to permit evalua- 
tions to be made as of the close of trading on the New York 
Stock Exchange on the last business day of the preceding 
week when transactions occur with each such evaluation to 
be effective for transactions during the ensuing week. Appli- 
cant requests an exemption from the provisions of Rule 22- 
c-1 for Series 1 and for all subsequently created series of 
Applicant insofar as the Rule may apply after completion 

of the primary distribution of units of such series. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion may conditionally or unconditionally exempt any per- 
son, security, or transaction, or any class or classes of per- 
sons, securities, or transactions from any provisions of the 
Act or of any rule or regulation under the Act, if and to the 
extent such exemption is necessary or appropriate in the pub- 
lic interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provi- 
sions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may not later than July 5, 1974, 5:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter 
accompanied by a statement as to the nature of his interest, 
the reason for such request and the issues of fact or law pro- 
posed to be controverted, or he may request that he be noti- 
fied if the Commission shall order a hearing thereon. Any 
such communication should be addressed: Secretary, Secur- 
ities and Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by mail 
(air mail if the person being served is located more than 500 
miles from the point of mailing) upon Applicant at the ad- 
dress stated above. Proof of such service (by affidavit or in 
the case of an attorney-at-law by certificate) shall be filed 
contemporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the Act, 
an order disposing of the application herein will be issued 
by the Commission as of course following said date unless 
the Commission thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who request a 
hearing or advice as to whether a hearing is ordered will re- 
ceive notice of further developments in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10848/June 12, 1974 


Admin. Proc. File No. 3-3986 
In the Matter of 


MILTON D. STEWART 
99 Park Avenue 
New York, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these proceedings under the Investment Company, Invest- 
ment Advisers, and Securities Exchange Acts, Milton D. 
Stewart, president of Creative Capital Corporation (now 
known as Clarion Capital Corporation), a registered closed- 
end investment company, has submitted an offer of settle- 
ment. Solely for the purpose of these proceedings, and with- 
out admitting or denying the allegations in the order for pro- 
ceedings, respondent consents to findings of misconduct as 
alleged in that order and to the imposition of a specified 
sanction. Upon the recommendation of its staff, the Com- 
mission determined to accept the offer. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 1/ 


1. During the period from about June 12, 1969 to May 19, 
1970, respondent aided and abetted violations of Section 
17(d) of the Investment Company Act and Rule 17d-1 
thereunder in connection with certain joint enterprises of 
Creative and its then investment adviser, Comac Company, 
involving a 20-year lease of office space by Creative and a 
loan of $285,000 by Creative to American Mobile Home 
Towns, Inc. 2/ 


2. During the period from about October 1969 to May 
1972, respondent willfully aided and abetted violations of 
Sections 20(a) and 34(b) of the Investment Company Act 
and Rule 20a-1 thereunder in that, in connection with the 
above lease and loan, materially untrue or misleading proxy 
solicitation materials and reports were filed with the Com- 
mission by Creative and mailed to its shareholders. 


3. During the period from about September 1968 to Octo- 
ber 1969, respondent aided and abetted violations of Sec- 
tion 15(a) of the Investment Company Act in that Comac 
served as Creative’s investment adviser without a written 
contract comporting with the provisions of that section. 


The offer of settlement provides that respondent may be sus- 
pended for 60 days from association with any broker-dealer 
or investment adviser, and prohibited for the same period 
from serving or acting in the capacities specified in Section 
9(b) of the Investment Company Act with respect to a re- 
gistered investment company, except that, during the period 
of his suspension, he may continue to render services with- 
out compensation to three portfolio companies of Creative: 
San Francisco Gold, Retention Communications Systems 
and Terra California, Inc. 


In view of the foregoing, it is in the public interest to impose 
the sanction specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that, effective the day fol- 
lowing the date hereof and subject to the condition set 
forth above, Milton D. Stewart be, and he hereby is, sus- 
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pended for a period of 60 days from being associated with 
any broker, dealer or investment adviser, and prohibited for 
the same period from serving or acting in the capacities 
specified in Section 9(b) of the Investment Company Act 
with respect to a registered investment company. 























For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 


1/ The findings herein relate solely to Stewart and are not 
binding on any other respondent named in these proceedings. 


2/ On April 26, 1973, Comac was barred from association 
with any broker-dealer or investment adviser, and prohibited 
from serving or acting in various capacities with respect to a 
registered investment company. Investment Company Act 
Release No. 7791, 1 SEC DOCKET No. 13, p. 24. 








INVESTMENT COMPANY ACT OF 1940 
Release No. 8384/June 11, 1974 


In the Matter of ) 


THE VALUE LINE SPECIAL SITUATIONS FUND, INC. 
5 East 44th Street 
New York, New York 10017 


and 


GULF AND WESTERN MANUFACTURING COMPANY 
(SYSTEMS) 

1 Gulf and Western Plaza 

New York, New York 10023 

(812-3644) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
17(b) OF THE ACT FOR AN ORDER EXEMPTING A 
PROPOSED TRANSACTION FROM SECTION 17(a) OF 
THE ACT. 


NOTICE IS HEREBY GIVEN that The Value Line Special 
Situations Fund, Inc. (the ““Fund”), a diversified, open-end, 
management investment company registered under the In- 
vestment Company Act of 1940 (the ‘‘Act’’) and Gulf and 
Western Manufacturing Company (Systems) (“Gulf and 
Western Systems’’) (jointly referred to with the Fund as 

“ Applicants’), a wholly-owned subsidiary of Gulf & Western } 
Industries, Inc. (““Gulf & Western’’), have filed an application 
pursuant to Section 17(b) of the Act for an order of the 
Commission exempting from the provisions of Section 17(a) 

of the Act the purchase of certain portfolio securities by 

Gulf and Western Systems from the Fund. All interested per- | 
sons are referred to the application on file with the Commis- 
sion for a statement of the representations contained there- } 
in, which are summarized below. 





The Fund owns 122,776 shares of the common stock of El- 
co Corporation (‘‘Elco’’), a Pennsylvania corporation en- 
gaged in the business of manufacturing and selling electronic 
and electrical connector products. These securities, acquired 
pursuant to a purchase agreement dated October 22, 1969, 
represent approximately 8.39% of the 1,462,202 Elco shares 
outstanding. These securities are not registered under the 
Securities Act of 1933. 




























or 


Ww 





nn 
— 


ial 
ond, 


nd 


stern )} 
ation 


17(a) 


1 per- | 
amis: 
ere- J 


f El- 


ronic 
uired 
969, 

hares 














Gulf and Western Systems owns 246,057 shares of Elco com- 
mon stock or approximately 16.8% of the Elco shares out- 
standing. Gulf and Western Systems purchased 217,057 of 
these shares on March 15, 1974 from Benjamin Fox (‘‘Fox’’), 
President and Chairman of the Board of Elco, pursuant to a 
stock purchase agreement dated March 13, 1974, between 
Fox and Gulf & Western. The purchase price was $8.50 per 
share. The remaining 29,000 shares of Elco stock had pre- 
viously been acquired by Gulf & Western on the American 
Stock Exchange on March 7, 1974 and were subsequently 
transferred to Gulf & Western Systems. 


On the same day as the agreement between Gulf & Western 
and Fox, i.e., March 13, 1974, Gulf & Western had also exe- 
cuted an agreement with Elco pursuant to which Gulf & West- 
ern obligated itself to propose a merger between Gulf & 
Western or a subsidiary of Gulf & Western and Elco under 
which holders of Eico common stock would receive $8.50 

per share for their stock. 


The proposed plan of merger, which must be submitted to 
Elco shareholders for their approval, and which is further 
conditioned upon receipt of an order of the Commission 
permitting Gulf and Western Systems to purchase shares of 
Elco tendered by the Fund, provides for a wholly-owned sub- 
sidiary of Gulf and Western Systems to be merged into Elco. 
Pursuant to the merger, all shareholders of Elco common 
stock will receive $8.50 per share from Gulf and Western 
Systems. Upon completion of the merger, the former share- 
holders of Elco will possess no interest in or rights as share- 
holders of the surviving corporation. 


Applicants state that neither the Fund nor its investment ad- 
viser nor any of their officers or directors had any advance 
knowledge of the proposed merger and did not participate 

in negotiating the terms of the proposed merger. 


Section 17(a) of the Act provides, in pertinent part, that it 
shall be unlawful for any affiliated person of a registered in- 
vestment company, or any affiliated person of such a person, 
to purchase from such registered company any security or 
other property. Section 17(b) of the Act provides that the 
Commission, upon application, may exempt a proposed 
transaction from the provisions of Section 17(a) of the Act 
if evidence establishes that the terms of the proposed trans- 
action, including the consideration to be paid or received, 

are reasonable and fair and do not involve overreading on the 
part of any person concerned and the proposed transaction 
is consistent with the policy of each investment company 
concerned and with the general purposes of the Act. 


Section 2(a)(3) of the Act defines an affiliated person of 
another person te include any person owning 5% or more of 
the outstanding voting securities of such other person or any 
person 5% or more of whose outstanding securities are own- 
ed by such person. Under this definition, Gulf and Western 
Systems and Elco are affiliated persons of each other and El- 
co and the Fund are affiliated persons of each other. Gulf 
and Western Systems, as an affiliate of an affiliate of the 
Fund, is, in the absence of an exemption, prohibited by Sec- 
tion 17(a) from purchasing any securities from the Fund. 


Applicants contend that the proposed transaction is reason- 
able and fair and does not involve overreaching on the part 
of any person concerned. In support of this contention, Ap- 
Plicants state that the purchase price of $8.50 per share to 
be paid by Gulf and Western Systems is fair in the context 
of the past market performance of Elco shares, represents 





a premium over current market price, and places a price 
earnings multiple upon the stock that is comparable to the 
price earnings multiple placed upon a more profitable Elco 
competitor. The Fund further asserts that Gulf and Western 
Systems’ offer is higher than tender offers made in March of 
1973 and March of 1974 and that the offer approximates 
Elco’s year end book value. The Fund believes that since its 
Elco shares are not registered pursuant to the Securities Act 
of 1933, it is unlikely that the Fund could obtain a better 
offer from another buyer and that even if the shares were 
registered, selling these shares in the quantity held by the 
Fund would present substantial difficulties. The Fund also 
asserts that the proposed transaction is consistent with the 
Fund’s policies and the purposes of the Act. 


NOTICE IS HEREBY GIVEN that any interested person may, 
not later than July 8, 1974, at 5:30 p.m., submit to the Com- 
mission in writing a request for a hearing on the matter ac- 
companied by a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he be 
notified if the Commission should order a hearing thereon. 
Any such communication should be addressed: Secretary, Se- 
curities and Exchange Commission, Washington, D.C. 20549. 
A copy of such request shall be served personally or by mail 
(air mail if the person being served is located more than 500 
miles from the point of mailing) upon Applicants at the ad- 
dress stated above. Proof of such service (by affidavit, or in 
the case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following July 8, 1974, unless the Commission there- 
after orders a hearing upon request or upon the Commission’s 
own motion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further de- 
velopments in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8385/June 13, 1974 


In the Matter of 


E.1. DU PONT DE NEMOURS AND COMPANY 
Wilmington, Delaware 19898 
(812-3587) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
EXEMPTING PROPOSED TRANSACTION FROM SEC- 
TION 17(a) PURSUANT TO SECTION 17(b) AND PER- 
MITTING PROPOSED TRANSACTION UNDER SECTION 
17(d) OF THE ACT AND RULE 17¢-1 


NOTICE IS HEREBY GIVEN that E.1. du Pont de Nemours 
and Company (“Du Pont”), a Delaware corporation, has 

filed an application for an order pursuant to Sections 17(b) 
and 17(d) of the Act, and Rule 17d-1 thereunder, exempt- 
ing from the provisions of Section 17(a) of the Act, and per- 
mitting pursuant to Section 17(d) of the Act, the transactions 
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involving and incident to a proposed merger of a Mexican 
corporation, Policron de Mexico, S.A. (“Policron’’), into 
another Mexican corporation, Nylon de Mexico, S.A. 
(““Nylmex”). All interested persons are referred to the 
application on file with the Commission for a complete 
statement of the representations therein, which are 
summarized below. 


The Proposed Merger 


The proposed merger reflects the desire of Du Pont and 
the Llaguno family, Mexican industrialists owning control- 
ling interests in both Policron and Nylmex, to enhance their 
respective positions in the Mexican fibre market by com- 
bining the assets of two relatively young, non-diversified 
companies into a diversified company which can compete 
more successfully in the rapidly expanding total fibre 
market in Mexico. By acquiring Policron, Nyimex will, 

as the surviving corporation gain access to Du Pont’s multi- 
fibre technology and Du Pont will be able to participate 

in the growth of the surviving company on the basis of 

an equity position which is within the permissible limits 
imposed by Mexican law. 


Du Pont and the Llagunos will effectuate the proposed 
merger by causing Nylmex to purchase all of the out- 
standing common stock of Policron, i.e., the 49% interest 
held by Du Pont, and the remaining 51% interest held 

by Promofil, S.A. (““Promofil’’), the Mexican corporation 
through which the Llagunos hold their controlling in- 
terests in Nylmex and Policron. Nylmex will buy the 
Policron shares with its authorized but unissued common 
shares. Promofil will then sell the Nylmex shares it there- 
by receives to Du Pont for a cash payment of $16,100,000, 
thus giving Du Pont 100% of the Nylmex shares of that 
class (Series “B’’), and a 40% interest in the total owner- 
ship of Nylmex. Promofil and other Mexican interests will 
have the remaining 60% ownership of Nyimex by holding 
100% of the other class of new corporation’s common 
stock (Series "A’’). 


After the merger, but as part of the entire transaction, 
the surviving corporation will purchase for book value, 
estimated to be approximately $1,900,000 at June 30, 
1974, the assets of Derivados Sinteticos, S.A. de C.V., 
and Derivadoes will then be dissolved. Derivados is pre- 
sently owned 60% by Nylmex and 40% by a wholly- 
owned subsidiary of Du Pont. Derivados is an embryonic 
spandex fibre producer, and its plant is in the prelimin- 
ary stages of construction. 


Application of the Act 


1. Section 17(a) 


Section 17(a), in pertinent part, prohibits an affiliated 
person of an affiliated person of a registered investment 
company from selling to any company controlled by such 
registered investment company any security. Under Sec- 
tion 2(a)(3) of the Act, both Promofil and Nylmex are 
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affiliated persons of Policron. Approximately 28% of Du 
Pont’s common stock is owned by Christiana Securities 
Company (“Christiana”), a registered closed-end invest- 
ment company, so that Du Pont is an affiliated person 
of Christiana under Section 2(a)(3) of the Act and is 
presumed to be controlled by Christiana, pursuant to Sec- 
tion 2(a)(9). Policron is an affiliated person of Christiana; 
Nyimex and Promofil are affiliated persons of an affiliated 
person of Christiana. Therefore, the purchase by Nylmex 
of Du Pont’s 49% interest in Policron in exchange for 
Nylmex securities and the contemporaneous sale by 
Promofil of Nylmex securities for $16,100,000 in cash 

to Du Pont constitute sales of securities by affiliated per- 
sons of an affiliated person of a registered investment 
company to a company controlled by a registered invest- 
ment company. 







2. Section 17(b) 








Under Section 17(b) of the Act, the Commission, upon 
application, may grant an exemption from the provi- 
sions of Section 17(a) after finding that the terms of 

the proposed transaction, including the consideration to 
be paid, are reasonable and fair and do not involve over- 
reaching on the part of any person concerned. In addi- 
tion, the proposed transaction must be consistent with 
the policy of the registered investment company con- 
cerned and with the general purposes of the Act. In sup- 
port of the requested ‘exemption, the application states 
that the proposed transaction will, in Du Pont’s opin- 
ion, permit the development of a strong multifibre com- 
pany that can compete successfully for a larger share of 
the Mexican synthetic market; that Du Pont’s equity 
position in Policron exceeds the 40% limitation of 
Mexican law; that the terms of the proposed transaction 
were negotiated among the parties on an arms-length 
basis; and that the prices to be paid for the securities 
and other property to be transferred are fair and reason- 
able to all parties. In particular, Du Pont presents that 
the payment of $16,100,000 plus Du Pont’s 49% interest 
in Policron to obtain a 40% interest in the surviving 
company is fair and reasonable based on the earnings 
Capacities of the two companies. In addition, Du Pont 
represents that the acquisition of Derivados by the 

surviving corporation will have no impact on the fairness 

of the proposed merger or the transaction in general since 
Du Pont and Nyimex will continue to own the same i 
proportionate interest in the assets of Derivados after 

the acquisition as prior to it. ; 








3. Section 17(d) and Rule 17d-1 


Section 17(d) of the Act and Rule 17d-1 thereunder, 

in pertinent part, provide that it shall be unlawful, with 
certain exceptions not applicable here, for an affiliated 
person of an affiliated person of a registered investment 
company, acting as principal, to participate in or effect 
any transaction in which a company controlled by such 
registered company, is a joint or joint and several partici- 
pant unless an application regarding such arrangement 
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has been granted by the Commission, and that, in passing 
upon such an application, the Commission will consider 
whether the participation of such controlled company in 
such arrangement is consistent with the provisions, policies 
and purposes of the Act and the extent to which such par- 
ticipation is on a basis different from or less advantageous 
than that of other participants. The proposed merger 

and the transactions incident thereto constitute a joint 
enterprise or arrangement, which as used in Rule 17d-1, 

is defined in pertinent part as any written or oral plan, 
contract, authorization or arrangement whereby a con- 
trolled company of a registered investment company 

and any affiliated person of an affiliated person of such 
registered company, have a joint and several participation, 
or share in the profits of such enterprise or undertaking. 


Du Pont’s representations regarding the merger transac- 
tion as set forth above relative to the exemption from 
Section 17(a) of the Act are likewise applicable to the 
question of permitting the transaction pursuant to Section 
17(d) and Rule 17d-1. In addition to the proposed 
merger, Du Pont and the Llagunos have agreed that im- 
mediately prior to the merger Nylmex will sell certain of 
its assets, including real estate and securities, to the 
Llaguno interests or to Promofil at book value of approxi- 
mately $3,300,000. The application states that these as- 
sets, which had originally been sold to Nylmex by the 
Llaguno interests, have made no meaningful contribution 
to Nylmex earnings in recent years and are not needed for 
proposed operations of the surviving corporation. The 
securities involved are a 40% equity interest in Polisac, 
S.A., a Mexican company that makes polypropelene bags, 
and a 15.4% equity interest in Leona Textil, S.A., a Mex- 
ican company that makes fabrics, yarns and knits. As to 
Leona Textil, in particular, Du Pont represents that as a 
matter of general policy it does not wish to own inter- 
ests in companies which compete with customers of Du 
Pont or Du Pont subsidiaries. Leona Textil is such a 
company because it buys the fibre which Nylmex and 
Policron make and converts the fibre to fabrics and 

yarns. 


Du Pont believes (1) that the foregoing factors justify 
the sale of the assets and (2) that Du Pont is not partici- 
pating in the transaction on a basis different from or less 
advantageous than that of Promofil, Nylmex, or the 
Llagunos. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than July 8, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the na- 
ture of his interest, the reason for such request and 

the issues of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon Applicant at the address 
stated above. Proof of such service (by affidavit, or in 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 


Rule 0-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application will be issued 
as of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, 

or advice as to whether a hearing is ordered, will receive 
notice of further developments in this matter, including 
the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8386/June 13, 1974 


In the Matter of 


INVESTORS MUTUAL, INC., 

INVESTORS STOCK FUND, INC., 

INVESTORS SELECTIVE FUND, INC., 
INVESTORS VARIABLE PAYMENT FUND, INC. 
and 


IDS GROWTH FUND, INC. 
1000 Roanoke Building 
Minneapolis, Minnesota 55402 
(812-3627) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a)(19) 


On May 14, 1974, a notice was issued (Investment Com- 
pany Act Release No. 8349) of an application by Investors 
Mutual, Inc., Investors Stock Fund, Inc., Investors Selec- 
tive Fund, Inc., and Investors Variable Fund, Inc. 
(collectively “Applicants”), registered as open-end invest- 
ment companies under the Investment Company Act of 
1940 (“Act’’), for an order pursuant to Section 6(c) of 

the Act declaring that Dr. Paul McCracken shall not be 
deemed an “interested person” of Applicants and Investors 
Diversified Services, Inc., the principal underwriter of 
Applicants’ shares, within the meaning of Section 2(a)(19) 
of the Act solely by reason of his status as a director of 
Lincoln National Corporation. By amendment to the 
application, IDS Growth Fund, Inc., was added as an 
Applicant, seeking similar relief. The notice gave inter- 
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ested persons an opportunity to request a hearing and stated 
that an order might be issued on the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed, and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that the 
requested exemption is appropriate in the public interest 
and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 
the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of 
Section 2(a)(19) of the Act is granted effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 418/June 12, 1974 


See Investment Company Act Release No. 8383/June 12, 
1974. 
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LITIGATION 












Litigation Release No. 6389/June 10, 1974 


William D. Moran, Administrator of the New York Re- 
gional Office of the Securities and Exchange Commission 
announced that on May 29, 1974 Sol Leit, former presi- 
dent of Weis Securities Inc. and Joel Kubie, former 
controller of Weis, each pled guilty to one count of con- 
spiracy to violate the federal securities laws. Leit also 
pled guilty to an information charging him with substan- 
tive violations of the bookkeeping provisions of the 
Securities Exchange Act of 1934. 


Leit and Kubie had been indicted on July 16, 1973, along 
with three other top officers of Weis, for their activities 
in connection with the falsification cf company books 
and records and the subsequent financial collapse of the 
brokerage firm. Weis is currently being liquidated pur- 
suant to the Securities Investor Protection Act of 1970. 


For further information, see Litigation Release Nos. 
5906, 5924, 5945, 5988 and 6292. 











Litigation Release No. 6390/June 10, 1974 
U.S. v. PATRICK R. REYNAUD 


Floyd H. Gilbert, Regional Administrator of the Boston j 
Regional Office of the Securities and Exchange Commis- 
sion and the Honorable Lincoln C. Almond, United States 
Attorney in Providence, R.I., today jointly announced 

that Patrick R. Reynaud was sentenced by Chief Judge 
Raymond J. Pettine of the Federal District Court in 
Providence to eighteen months in jail, sentence suspended, 
and placed on probation for a period of eighteen months. | 
He was also fined in the amount of $7,500. 








Reynaud, a former New York broker and an undisclosed 
principal of the Rhode Island brokerage firm of P. R. 
Reynold & Co., R.F.D.,; Greene, Rhode Island, had 
pleaded guilty on April 12, 1974 to one count of a five- 
count indictment returned by a Federal grand jury on 
February 4, 1974. 















The case was prepared for presentation to the grand jury 
by Robert Gammell, Assistant U. S. Attorney in Provi- 
dence, and Willis H. Riccio, Chief Counsel for the Securi- 
ties and Exchange Commission’s Boston Regional 

Office. 





The count to which Reynaud pleaded guilty alleged that 
he had engaged in the securities business and effected 
transactions with major Rhode Island brokerage firms 
while subject to an order imposed by the S.E.C. barring 
him from association with brokers and dealers in securi- 
ties. 


The case had been developed jointly by the Boston Region- 
al Office and the New York Regional Office. (For further 
details see Litigation Releases No. 6233 and No. 6321.) 








s Litigation Release No. 6391/June 10, 1974 


SEC v. E.T. & T. LEASING, INC., 
Reuben Hurwitz, 
(D.D.C., Civil Action No. 74-842) 


William R. Schief, Regional Administrator of the Washing- 
ton Regional Office of the Securities and Exchange Com- 
mission, today announced the filing of a complaint on 
June 4, 1974, in the United States District Court for 

the District of Columbia seeking to enjoin E.T. & T. 
Leasing, Inc. and its president and controlling shareholder, 
Reuben Hurwitz, from further violations of the finan- 


on } ial reporting provisions of the Securities Exchange Act of 

nis- 1934. The complaint also seeks an order compelling the 

tates defendants to file with the Commission the annual 

d report of E.T. & T. Leasing, Inc. on Form 10-K for the 

je fiscal year ended August 31, 1973 and two recent quar- 
terly reports on Form 10-O for the quarters ended Novem- 

rded, ber 30, 1973 and February 28, 1974. 

\ths. 


} 


On April 30, 1974, the Commission suspended over-the- 
counter trading in the securities of E.T. & T. Leasing, 

sed Inc. for one ten-day period because of the unavailability 
of adequate and accurate information about the financila 


and operating conditions of the company. 
ve- 















Litigation Release No. 6392/June 12, 1974 


SEC v. COMMERCIAL TECHNOLOGY, INC.., et al. 
(D. Utah Civil.Action No. 74-85) 


Robert H. Davenport, Administrator of the Denver Re- 
gional Office, announced that Chief Judge Willis W. Ritter 
signed on May 30, 1974, final judgments of permanent 
injunction against Commercial Technology, Inc., Philip 
P. Taylor, and D. Keith Whatcott. The injunctions to 
which these defendants consented, without admitting or 
denying the allegations contained in the Commission’s 
Complaint, enjoined said defendants from violating the 
registration provisions of the Securities Act of 1933, 

and from violating the antifraud provisions of the Federal 
securities laws. 


The Commission’s Complaint filed in the United States 
District Court for Utah on March 15, 1974, alleged, 
among other things, that the defendants engaged in a 
common scheme and made offers and sales of unregis- 
tered stock of Commercial Technology, Inc. (Formerly 
Ashley Minerals, Inc. and Cancer Detection, Inc.) and 
in connection with the stock sales made misrepresentations 
concerning, among other things, the business activities 
and capabilities of Commercial Technology, Inc., and 
engaged in manipulative practices in buying and selling 
stock of Commercial Technology, Inc. 


For further information see Litigation Release No. 6288. 





Litigation Release No. 6393/June 12, 1974 


SEC v. CONTINENTAL SILVER CORPORATION OF 
NEVADA, et al. 
(D. COLO Civil Action No. 74-F-364) 


Robert H. Davenport, Administrator of the Denver Re- 
gional Office of the Securities and Exchange Commission 
announced that on May 15, 1974 the United States Dis- 
trict Court for the District of Colorado entered an order 
preliminarily enjoining Jack Smock from violating Sec- 
tions 5(a), 5(c) and 17(a) of the Securities Act of 1933, 
as amended, and Section 10(b) of the Securities Exchange 
Act of 1934, as amended, and Rule 10b-5 thereunder. 


Jack Smock consented to the entry of the injunction with- 
out admitting or denying the allegations of the complaint 
which alleged, among other things, that Jack Smock had 
been and is offering and selling securities issued by 
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Continental Silver Corporation, a California Corpora- 
tion, and the defendants in the action, in violation of the 
registration requirements of the Securities Act of 1933 
and the antifraud provisions of the 1933 and 1934 Acts. 


For further information see Litigation Release No. 6339, 
April 30, 1974. 





Litigation Release No. 6394/June 12, 1974 


The Securities & Exchange Commission and the United 
States Attorney’s Office for the Southern District of 
New York announced that a federal jury, after a six and 
one-half week trial before Judge Robert J. Ward, had 
found Bernard Deutsch and Stanley DuBoff, two former 
New York registered representatives; and Milton Cohen, 
a St. Paul, Minnesota businessman, guilty of all four 
counts of the Information filed by the U.S. Attorney. 
These include conspiracy, securities fraud and the 
mailing of a false and misleading offering circular in 
connection with trading in the common stock of 
Richard Packing Co. 


The Information charged that Deutsch, forty (40), who 
resides at 163 Whitman Avenue, Brooklyn, New York 
and DuBoff, forty-four (44), who resides at 123 West 
Lakeshore Drive, Rockaway, New Jersey, formerly 
registered representatives at the now defunct brokerage 
firm of Jaffee & Co., and Milton Cohen, who resides at 
1681 Beechwood, St. Paul, Minnesota and who is the 
President of Richard Packing, conspired together to man- 
ipulate and did manipulate the price of Richard Packing 
common stock in violation of the conspiracy law and 
Section 17A of the Securities Act of 1933, from 1968- 
1970. During this period it was alleged that Deutsch and 
DuBoff secretly directed transactions in the common 
stock of Richard Packing at Kelly, Andrews & Bradley 
pursuant to an arrangement whereby they would obtain 
from Kelly, Andrews secret kickbacks amounting to 30% 
of Kelly, Andrews’ profits in Richard Packing. These 
kickbacks were paid in cash and by checks to Reiss 
Bank, Zurich, Switzerland. Deutsch and DuBoff induced 
three Denver mutual funds, Financial Venture Fund, Fi- 
nancial Industrial Fund and Financial Dynamics Fund to 
purchase 129,000 shares of Richard Packing common. 


The Information further charges that Deutsch, DuBoff 
and Cohen caused a false and misleading offering circu- 
lar to be mailed in connection with a public offering 
of 10,000 shares of Richard Packing common stock 
pursuant to a Regulation A exemption in violation of 
Sections 24 and 10 of the Securities Act of 1933 and 
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Section Section 230.256 of Title 17 of the Code of 
Federal Regulations. As a result of their manipulative 
activities, Deutsch, DuBoff and Cohen raised the price 
of Richard Packing common stock, from $25 to $53 
and the Denver Funds ultimately lost $5.1 million on 
their investment. 








Sentencing for all three defendants was set by Judge Ward 
for July 16, 1974. Each defendant faces a possible sentence 
of up to five (5) years in prison and fines up to $10,000 
as to each count. Further, Deutsch and DuBoff are cur- 
rently under indictment in four other cases involving vio- 
lations of the conspiracy, mail fraud and Federal security 
laws in connection with the trading of securities of Acritic 
Industries, Inc., Frigitemp Corp. and Integrated Medical 
Services, Ltd., all of which resulted from a joint investi- 
gation conducted by the Securities & Exchange Commis- 
sion and the United States Attorney’s Office. 








Litigation Release No. 6395/June 12, 1974 


SEC v. IMPEX INTERNATIONAL, INC., et al. 
(Northern District of Illinois, 

Eastern Division, 

Civil No. 74C-1545) 





John |. Mayer, Administrator of the Chicago Regional Of- 
fice of the Securities and Exchange Commission, announ- 
ced that on June 7, 1974, a Complaint was filed in U.S. 
District Court for the Northern District of Illinois, East- 
ern Division, seeking to enjoin Impex International, Inc., 
Jyoti Khokhani, Don W. Rodgers, Geraldine Deguisne, 
Roger Epstein, Bruce Guthier, and Frank Steigerwald 
from violations of registration provisions and anti-fraud 
provisions of the Federal securities laws. The Complaint 

also seeks a temporary restraining order to enjoin defend- 
ants Khokhani and Rodgers from disposing of $100,000 
more or less in so-called profit distributions to them i 
stemming from the alleged violations. 


The Commission alleged in its Complaint that Impex 
International, Inc., Khokhani, Rodgers, Deguisne, Ep- 
stein, Guthier, and Steigerwald have been offering for 
sale and selling to public investors interests or instruments 
issued and caused to be issued by defendant Impex, which 
in form purport to be options on commodities futures but 
which in substance obligate Impex, upon certain con- 
tingencies to pay a sum of money to some, but not all, 
investors in excess of the sum invested with the 
defendants by those investors. The promised return is 
calculated upon the basis of market price movements 

of certain unregulated commodities, but neither the 
“option” acquired nor the payment made by an investor 
has any direct relationship to any commodities futures 





















contract or actual commodities that may be bought or sold 
by Impex. Instead, the investment of all investors is sub- 
jected to the risks of the corporate enterprise of Impex, 
which has no obligation to any investor to buy or sell com- 
modities or commodities futures and may, if it chooses, 
devote the funds received to any unrelated purpose as it 
sees fit. Whether the promised payment can or will be made 
to investors is dependent upon the success of Impex in the 
d management of the corporate enterprise to which the in- 
nce | vestors’ funds have been committed. These interests or 
instruments are securities, namely, investment contracts, 
evidences of indebtedness, and instruments commonly 
known as a security. 








ms The Complaint further alleged that in the offer and sale of 
said securities, Impex International, Inc., Khokhani, Rod- 
gers, Deguisne, Epstein, Guthier, and Steigerwald made 
untrue statements of material facts and omitted to state 
material facts to purchasers and prospective purchasers 
concerning, but not limited to, the financial condition of 
Impex International, Inc., the use of the option premiums, 
the high risk involved, the failure to back the call options 
with silver futures contracts, and suitability of the invest- 
ment. 





In the afternoon of June 7, 1974, Judge James B. Parsons 
entered a temporary restraining order enjoining defendants 
Khokhani and Rodgers from disposing of $100,000 more 
or less in so-called profit distributions to them stemming 
from the alleged violations. 





Litigation Release No. 6396/June 14, 1974 


4 | SECv. RAYWOOD PLACERS, LTD., et al. 
| (Eastern District Wash.) 


Jack H. Bookey, Administrator of the Seattle Regional 
Office of the Securities and Exchange Commission an- 
nounced today that on May 20, 1974 following a hearing 
on a motion for default judgment in the United States 
Federal Court for the Eastern District of Washington, the 
Honorable Charles L. Powell entered an order permanent- 
ly enjoining Joseph Warren Desmond, West-Mont Oil, 

Inc., and Raywood Placers, Ltd., from further violations 
of the registration and anti-fraud provisions of the Secur- 
ities Act and the Securities Exchange Act, in connection 
with the sale of securities of West-Mont Oil, Inc., Passport 
Mines, Ltd., and Raywood Placers, Ltd., or any other 
security. 
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On May 21, 1974 the Honorable Marshal! Neill, Federal 
District Judge for the Eastern District of Washington 
signed a consent decree permanently enjoining Ray G. 












Bohn from further violations of the registration and anti- 
fraud provisions of the Securities Act and the Securities 
Exchange Act in connection with the securities named 
above and any other securities. On March 13, 1974 Judge 
Neill had signed a similar consent decree which perma- 
nently enjoined Canarim Investment Corp., Ltd., a British 
Columbia broker-dealer. Both Canarim and Bohn consented 
to the injunctions without admitting or denying the allega- 
tions of the Commission’s complaint filed December 19, 
1973. 


For further information see Litigation Release No.’s 6182 
and 6241. 





Litigation Release No. 6397/June 14, 1974 
STATE v. JOSEPH WARREN DESMOND 


Christopher T. Bayley, King County Prosecutor, and 
Jack H. Bookey, Administrator of the Seattle Regional 
Office of the Securities and Exchange Commission, 
announced that on May 29, 1974 Joseph Warren Desmond 
was sentenced to six months in jail and five years proba- 
tion by Judge Ward Roney of the Washington State 
Superior Court. The sentencing which also included resti- 
tution to two victims and a $500.00 fine was rendered 
after Desmond pleaded guilty to two counts of securities 
fraud under state law. Desmond, had been charged with 
grand larceny and securities fraud as a result of informa- 
tion developed by the Seattle Regional Office staff and 
turned over to the King County Prosecutor. 


(For further information see Litigation Release No. 6225.) 
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